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By GEORGE L. MERTON 











goon and after the war, as 
everyone knows, oil needs sky- 


rocketed. They are still climbing. 


In 1948, Socony-Vacuum plowed 
back $201,000,000 into the business 
— expanded all facilities to handle 
unprecedented demand. 


Again, in 1949, we plowed back 
$158,000,000 to improve still fur- 
ther our efficient, integrated opera- 
tion, and so assure a continuous flow 
of high-quality oil products. 

This is the kind of “plowing back” 
that builds for the future... that 
makes for National Security . . . that 


assures oil supply for growing mil- 
lions of cars, homes and mechanized 
farms, for expanding aviation and 
every industry that relies on more 
oil to produce a bigger money’s- 
worth for you. 

America is already reaping the 
benefits, and more and more bene- 
fits are coming. 


* * * 


Socony-Vacuum, as one of the 
oldest petroleum companies, is 
proud of the part it has played in 
a progressive industry — will con- 
tinue to look ahead and plow back. 


The Flying Red Horse Companies 
SOCONY-VACUUM OIL COMPANY, INC. 


and Affiliates: MAGNOLIA PETROLEUM CO. » GENERAL PETROLEUM CORP. 


The Sign 
the Nation Knows 
Builds 
as the Nation Grou 
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“Call Jor 
PHILIP MORRIS” 


New York, N. Y. 
March 20, 1950 


Philip Seid & Co. Lita. Inc. 


The regular quarterly dividend of 
$1.00 per share on the Cumulative Pre- 
ferred Stock. 4% Series, has been de- 
clared payable May 1, 1950 to holders 
of record at the close of business on 
April 17. 1950 

There has also been declared a regu- 
lar quarterly dividend of 75¢ per share 
and an extra dividend of 75¢ per share 
on the Common Stock ($5 Par), pay- 
able April 15, 1950 to holders of Com- 
mon Stock of record at the close of 
business on April 3, 1950. 

Pursuant to a resolution adopted at 
the Stockholders’ Meeting held on July 
10, 1945, no Certificate representing a 
share or shares of Common Stock of 
the par value of $10 each is recognized, 
for any purpose, until surrendered, and 
a Certificate or Certificates for new 
Common Stock of the par value of $5 
each shall have been issued therefor. 
Holders of Certificates for shares of 
Common Stock of the par value of $10 
each are, therefore, urged to exchange 
such Certificates, for Certificates for 
new Common Stock of the par value of 
$5 per share, on the basis of two shares 
of new Common Stock $5 par value, 
for each share of Common Stock of the 
par value of $10. 


L. G. HANSON, Treasurer. 

















INVESTORS! ORGANIZE! 


Stackhoald 


Management. 


dhold 





lers . Let’s Organize — 
“e.5 and Agriculture are organized 


— Why not individual investors. Your money must net 


work against you either in 
Write for particulars now! 
INDEPENDENT INVESTORS, INC. 

“Job Makers of America’’ 
405 Lexington Avenue, New York, N. Y. 

Benj. A. Javits, President 


Washington or in Industry. 























CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 13 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
semi-annual cash dividend of 
One Dollar ($1.00) per share 
on the capital stock of the Com- 
pany, payable on May 15, 1950, 
to stockholders of record at the 
close of business April 17, 1950. 


E. E. DUVALL, Secretary 
March 22, 1950 














ii VUMAYEUDUD EOD OOD ER AUDAL OSES ASTER 


my 











a 





NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
50c per share on the outstanding 
Common Stock, payable on 
May 1, 1950, to stockholders 
of record on April 11, 1950. 
The transfer books wili not close. 
THOS. A. CLARK 
March 23, 1950. Treasurer 
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Breaking New Ground 


(From the 1949 Annual Report of the American Telephone and Telegraph Company) 


Telephone service today is generally as fast, clear, accurate 
and dependable as at any time in history and the Bell 
System is breaking new ground in service betterment. 


It is fundamental in the policy of the business that the 
only good service in the long run is one that is always 
improving. We expect to go forward in the years ahead 
as we have in the years gone by. 

Bell System research was never more effective than it 
is today. Manufacturing, supply and service operations 
were never better performed. The men and women of 
all departments are doing a magnificent job and the facili- 
ties they design, build and operate are far and away the 
best in history and getting better every day. 

Weare confident too that telephone users desire good 
and improving service and prefer to pay what it reasonably 


costs. We believe the public understands the need for 
good telephone wages and working conditions — for a 
sound financial structure — and for earnings that will con- 
tinue to provide a steady and reasonable return on the 
billions of dollars invested in the Bell System by hundreds 
of thousands of men and women. 


We have confidence that under wise regulation, in 
future as in the past, the System will continue to have the 
means and the freedom it needs to do the best job that 
it can. 

Those are cornerstones in the building of a com- 
munication system that is a great national asset. The 
Bell System can be relied on to move steadily forward 
in providing better and better telephone service to the 


American people. 
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The Trend of Events 


ECA DEBATE... For the third time, Congress is de- 
bating the American Government’s aid program to 
bring economic health to Western Europe. In two 
years, the program has undergone profound changes. 
It started chiefly as a relief measure. The U. S. has 
sent to Western Europe huge quantities of food and 
raw materials to revive production. That goal has 
been accomplished. Industrial production in Europe 
has risen to 20% above prewar levels, and agricul- 
tural output has almost reached the prewar rate. 
Now the emphasis has shifted to economic recon- 
struction to enable the ECA counties to compete 
more efficiently in world markets and narrow their 
trade deficit with the dollar area. 

To accomplish this, the Administration has asked 
Congress for $2.95 billion in new funds, but con- 
gressional sentiment is strong for economy. Not only 
do both parties want to keep foreign aid costs at a 
minimum because they feel that with our own 
budget out of balance, this is no time to be pouring 
out large sums to Europe, but an attempt has been 
made, via a food substitute provision, to transform 
the ECA in part at least into an agricultural sur- 
plus disposal agency. This of course would wholly de- 
feat the purposes of the new 


rope’s slow progress toward economic integration and 
probably also somewhat exaggerated fears of the im- 
pact on domestic industry of competitive imports from 
Europe. Fortunately, while the bill had a stormy time 
in the House of Representatives, it emerged virtually 
unscathed. Only a quarter billion dollars was lopped 
off the sum asked by the Administration. 

What effect an ultimate reduction will have on 
the European Recovery Program is of course con- 
jectural, depending mainly on its size. The proposed 
Suropean Payments Union is a keystone in the eco- 
nomic integration program and at the same time 
a point of major contention between British and 
American aims. Hence the conclusion is unavoidable 
that since Europe’s requirements already have been 
cut to a minimum, any further reduction may be 
at the expense of the Payments Union and eco- 
nomic integration. Since it is believed that without 
integration, Western Europe cannot sustain the re- 
covery already achieved, this would be a highly re- 
grettable consequence. 


TOWARDS GOVERNMENT PRICE FIXING? . .. In a bit- 
terly contested report, Democratic members of the 
Senate-House Economic Com- 








phase of ECA planning. 

A hard fight loomed ahead. 
The proverbial popularity of 
governmental economy in a 
congressional election year 
spelled serious trouble but the 
need for retrenchment was be- 
ing used to mask other motives, 
including hostility toward the 
State Department, Anglopho- 
bia, disappointment over Eu- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 








mittee have called for thirty- 
day notice before any future 
steel price increase so that 
Congress “can have a look 
at it.’”’ Republican members 
lashed back in a minority re- 
port with the assertion that 
this and other recommenda- 
tions of the majority “look 
strongly in the direction of 
Government price control’ 








BUSINESS, FINANCIAL and INVESTMENT COUNSELORS : :1907—“Over Forty-two Years of Service”—1950 





APRIL 8, 1950 





for steel. Indeed it does. If any Government agency in 
the future were to pass upon price increases, it would 
certainly mean the end of a free market economy, and 
therefore of dynamic free enterprise as we have 
known it and under which the country has become 
great and prosperous. For naturally, any action by a 
steel company contrary to the recommendations of a 
Federal Board would bring an immediate demand for 
price-fixing powers. 

Because the latest steel price increases came uni- 
formly and at a time when profits of the two largest 
steel makers were at an all-time high, the majority 
report strongly suggested not only that the price 
boosts were not supported by cost factors but also 
that there is lack of competition in the industry. Here 
again, it is easy to disagree. Price boosts usually are 
carefully considered actions based on cost considera- 
tions and competitive conditions, and the steel in- 
dustry has always been quite competitive. If, however, 
there is any suspicion of monopoly, the case certainly 
should be presented to the Justice Department for 
prosecution under the Sherman anti-trust law. 

Quite apart from this, it is clear that the arguments 
over steel are developing into a broader issue—that 
of the Government’s attitude toward the powers of 
management in basic industries. And from there it is 
only one step towards a pattern for industry control 
via close governmental check-ups on industry action. 
This is the most disturbing aspect of the Committee’s 
majority recommendations, which among other things 
suggest a “public utility “status for steel in the event 
that the industry is found to be “uniquely affected” 
with a public interest. Since almost any major indus- 
try is so affected, the result would be a foregone con- 
clusion. 

For the time being, the need for further study is 
the only point of agreement between the majority 
and minority supporters and Congress itself will have 
to decide how to act on the report. The latter at least 
shows what the economic planners want. It is up to 
Congress to decide whether their ideas are sound or 
not. 


GOLD AND SILVER .. . The nation’s gold stock in a 
recent three-week period suffered a loss of some $100 
million, largest loss by far for any comparable span 
in 1950. The development is all the more striking be- 
cause in the four previous weeks, the gold stock was 
unchanged. Meanwhile our gold hoard at Fort Knox 
has gone down to $24.24 billion—lowest figure since 
December 1948. That means that all the gains in gold 
accrued to the United States in the first nine months 
of the last year have now been wiped out. The outflow 
since September 21, just after European currency de- 
valuation, to-date amounts to $445 million. 

There is of course nothing to be worried about this 
development; rather it should be welcomed. A large 
part of the outflow represents withdrawals by foreign 
Governments to bolster their newly devalued curren- 
cies. Some of it, must be admitted, was also due to 
fears current some time ago that the dollar might fol- 
low on the devaluation road. That fear has long since 
been dispelled. 

But some of the gold withdrawals resulted from 
reappearance of foreign credit balances in trade with 
the United States, a strange phenomenon after a pro- 
longed absence and due to a multitude of causes, 


whereamong stepped-up exports to the United States 
with the help of devalued currencies and a tightening 
of restrictions on United States imports. There is also 
reason to assume that there has been some repatria- 
tion of privately owned gold. 

The latest trend marks the continuation of the im- 
provement registered last year in the overall mone- 
tary reserve position of foreign countries. At the close 
of 1949, total foreign gold reserves and short term 
dollar balances were estimated at $15.2 billion com- 
pared with $14.9 billion at the beginning of the year. 
Of the former amount, gold reserves came to $9.28 
billion and dollar balances to $5.89 billion. Largest 
gold reserves abroad are held by Switzerland ($1.5 
billion), followed by Great Britian ($1.35 billion) and 
Belgium-Luxembourg (723 million). France’s offi- 
cial holdings are given as $545 million, but gold 
hoarded by the population has at one time been esti- 
mated as high as $2 billion. 

As to silver, the price disparity between the foreign 

price and our official domestic purchase price has been 
widening of late. The price of the metal abroad is 
down to 7134 cents an ounce as distinguished from 
domestically mined metal which the Treasury is re- 
quired to purchase at 90.5 cents an ounce. And our 
silver hoard at Westpoint remains huge. Paradoxi- 
cally, the price drop in the foreign quotation was due 
to increased shipments from abroad and somewhat 
stagnant industrial demand in this country, factors 
about which our protected silver miners have of 
course nothing to worry about. The Government takes 
care of them. 
THE CHRYSLER STALEMATE ... As the Chrysler strike 
enters its ninth week, hopes for an early settlement 
appear to have grown dim despite earlier suggestions 
that a break may be near. The strategy of the United 
Auto Workers is somewhat difficult to understand. 
Not only has the Chrysler management gone far to- 
wards meeting the union’s demands, but such a pro- 
longed stoppage must be quite costly to union mem- 
bers as well as to the company. 

Before negotiations broke down, Chrysler had 
undertaken to meet pension demands on a somewhat 
more favorable basis than had been achieved by the 
Ford workers. But the union insisted that a simple 
commitment on the company’s part was not enough. 
It wanted a contribution of so many cents per hour 
made into the pension fund. On that issue the strike 
began. Chrysler subsequently made a substantial con- 
cession, offering to set aside a fund of $30 million, and 
also agreed to joint administration with the union as 
regards eligibility and related matters. But the union 
was still not satisfied, and the strike continues. What 
does it want that it has not already gained in sub- 
stance? 

Apparently the union does not seem to be con- 
cerned with the feasibility or soundness of its claims 
but rather with making sure that the company pays 
out a sufficient sum to assure a victory at least equal 
to that of its rivals. Union leadership may feel that its 
prestige is at stake but this is meager comfort to the 
rank-and-file which loses weeks of income and can 
hardly see in this kind of bargaining any real preoc- 
cupation with its welfare. It is a slim excuse for a 
strike that has already imposed such penalties on all 
concerned and will create real hardships before long, 
unless quickly terminated. 
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BY ROBERT GUISE 


TOTAL DIPLOMACY 


W. are given to understand that total diplomacy, 
soon to get under way, is to produce major and far- 
reaching shifts in the entire range and tempo of our 
foreign policy—a much greater effort in all fields in 
order to win our role as leader of the free world. 

Doubtless such an effort is overdue; whether we are 
properly prepared for it is another question, particu- 
larly if we consider the 
shocking exchange of 
recriminations which 
has been going on in 
Washington. 

At any rate, applica- 
tion of total diplomacy 
is to include (1) a new 
emphasis on explaining 
foreign policy at the 
home front, a sore ne- 
cessity in view of past 
indecision and recent 
“revelations”; (2) a 
new willingness to ap- 
ply the Truman doc- 
trine on the Southeast 
Asia front; and (3) a 
more tangible ap- 
proach to diplomatic 
conversations with 
Russia. 

All three points are 
of foremost impor- 
tance but the last men- 
tioned is particularly 
intriguing. Clearly 
our approach in deal- 
ing with Soviet Russia must become a good deal more 
realistic than it ever was in the past. Mr. Acheson in 
his recent San Francisco speech stated that “we are 
always ready to discuss, to negotiate, to agree, but we 
are understandingly loath to play the role of inter- 
national sucker.” Yet in some respects, we continue 
to come close to just that. There are still points and 
areas where we seem to treat Russia with velvet gloves 
despite a painful lack of reciprocity on Russia’s part. 
Why do we do it? 

The House Committee on Un-American Activities 
has just proposed a “crackdown” on the embassies of 
communist-dominated countries which have been 
characterized as focal points of communist espionage 
and propaganda. We all know they are, and the idea 
of taking proper safeguards appears wholly sound. 

Then, also, what about the Soviet embassy? We 
have often been wondering why Russian diplomatic 
representatives in this country should enjoy diplo- 
matic freedom and the diplomatic amenities to an 
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extent wholly unknown and unpracticed in Russia. 
Whereas our diplomats in Russia are virtual prison- 
ers, severely restricted in their movements and cut 
off from all contact with theRussian people and Rus- 
sian sources of information, Soviet representatives in 
this country are free to come and go, to travel around 
the country, to contact people, to see everything — 
without the slightest 
hindrance. 

Why do we allow 
such disparity of treat- 
ment? It will hardly 
aid our cold war ef- 
forts. In Russian eyes 
it merely looks like 
weakness and appease- 
ment, like unwilling- 
ness to play the game 
realistically. The So- 
viets are not likely to 
respect us for it. 

Quite possibly our 
representatives in Rus- 
sia would find their 
task, and their working 
and living conditions, 
less onerous if we were 
to insist on strict recip- 
rocity of diplomatic 
treatment. Such a move 
should become part of 
the new policy of cre- 
ating “situations of 
strength” — the only 
way to deal with the 


Long in the Minneapolis Tribune 


Soviet Union. 

We need more “situations of strength” before any 
approach to Russia can be expected to bring results, 
and we cannot create such situations without focus- 
ing all our efforts on the winning of the cold war. In 
order to win, ours has to be a one-minded policy, just 
as Russia’s is, rather than a policy swayed by Russian 
actions as in the past. This need becomes more appar- 
ent in the light of recent developments. 

Russian response to Mr. Acheson’s seven-point pro- 
gram was, as expected, completely negative. Instead 
there is every sign of a Russian cold war offensive 
throughout Western Europe scheduled for late Spring. 
When it comes, our total diplomacy will be put to a 
severe test. It will have to prove itself as more than 
a mere catch phrase, more than just arousing the 
country’s awareness of the troubles with Russia and 
the dangers involved. To have any meaning, it will 
also have to evidence our willingness to stand pat 
against the Russians on our new policy. 





Market Reflects Growing Caution 


The heaviest first-quarter stock trading volume in many years, with only a small and 
laborious further rise in the market, implies that a great deal of distribution has been 
going on, much as in the 1946 first quarter. Past results suggest that sellers around present 
levels probably are wiser than buyers. There is no change in our conservative policy. 


By A. T. 


p> ee the fortnight since our last previous 
discussion was written, the market first struggled 
upward a little further, taking the daily industrial 
average to a new 1949-1950 high—without either the 
rail or the public utility averages following suit— 
and then reacted. For the two-week period, the result 
was a moderate net decline in all three of these aver- 
ages. For a short time last week the market “looked 
bad” under fairly active selling, but that has been so 
on various previous occasions in recent months with- 
out more than a minor corrective reaction developing. 
So far at least, the pattern is not significantly differ- 
ent. After a sizable dip March 29-30, the list levelled 
out. If there is considerable caution on the part of 
would-be buyers, the same is so of would-be sellers. 
Actually the over-all balance between desire to buy 
and desire to sell is very close, as it has been for a 
good many months. : 
There is one shift which might be significant if it 


MILLER 


goes much further; and which, therefore, will bear 
watching. We refer to the action of utility stocks over 
the past fortnight or so. Since the last high was made 
in the Dow utility average at 43.74 on March 16, which 
duplicated exactly the 1946 bull-market top, there 
has been more profit-taking in these stocks than in a 
long time. The rise in this market from the 1949 low 
has been dominated, on the whole, by good-grade 
stocks offering an income return large enough and 
secure enough, under foreseeable conditions, to at- 
tract investment demand. The investment arguments 
for rising stock prices apply more generally to utili- 
ties, since the majority of the better known of them 
are primarily income stocks, than to any other group. 
Hence, the recently demonstrated unwillingness of in- 
vestors to reach any higher for utilities might possibly 
have more than minor and passing significance for the 
general market. 


Market at Tough Resistance Level 





MEASURING MARKET SUPPORT 
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TTHE MARKET 13 A TUG-OF-WAR....CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 





As noted above, supply of and demand 
for stocks has for some time been closely 
balanced. You might say that is always 
so, since the number of shares bought at 
any given time is also, of course, the num- 
ber of shares sold. The difference is in 
willingness to buy or sell, as reflected in 
bid and offer tactics. Enthusiastic buy- 
ers buy “at the market” ; cautious would- 
be buyers order with a limit price, often 
under the market. People thinking of sell- 
ing, but not anxious, set a price above 
the market, whether in an order placed 
or as a mental resolution. The stronger 
becomes their belief that the market is 
about high enough, if not too high, the 
greater is their general tendency to place 
selling orders “at the market.” 

From this perspective the balance has 
been gradually shifting, resulting in a 
marked slowing of the rate of advance. 
Thus, in six and a half months up to the 
end of 1949 the Dow industrial average 
rose 23.8% ; but the maximum further 
rise in the first three months of 1950 was 
about 5.2%, and the further net rise to 
this writing is only 3.1%. The compar- 
able figures for the rail average are: 
28.6% to the end of 1949, a maximum 
further rise of 7.3% so far this year, and 
a net rise from last December 31 to this 
OF 
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Any way you look at it, 





the market is at a level above 
which any rise figures to be 
slow and very laborious, at 
least until and unless the 
indicated tough resistance 
levels are definitely sur- 








mounted; and in an area 
where a considerable sell- 
off, extending for at least a 
period of weeks, could de- 
velop at almost any time. 
Whether it can gnaw 




















through the presumptively 
thick layer of offerings just 
overhead remains problem- 
atical. 

It is a logical, but not 
provable, assumption that 
there is a great deal of stock 
for sale around present lev- 
els, and even more at levels 
only moderately higher. This 
is one of the few deductions 
that market charts can sup- 
port with fair accuracy. 
Some people are, or will be, 
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ground, only a minor per- 
centage under the 1946 bull- 
market peak. These people 
are as varied as are the buy- 
ers. Similarly, some institu- 
tions are on the selling side, 
some on the buying side; al- 
though the latter have the 
greatest weight now. As to 
whether the sellers are 
smarter than the buyers, time alone can prove it one 
way or the other. This much can be said: on every 
previous occasion when the Dow industrial average 
has been in the vicinity of 200 or above it, the sellers 
have indubitably been on the right side. That was 
quickly proven in 1948, 1946 and 1937; it took quite 
a while longer in 1928-1929, but the final proof was 
overwhelming. 

Of course, the Dow industrial average, as we have 
frequently pointed out, is not “the market.’’ The 
weekly indexes of the Magazine of Wall Street, 
charted herewith, all remain within the upper portion 
of the broad trading range maintained ever since late 
1946, and materially under their 1948 recovery highs. 
Measured against the latter, the index of 100 high- 
priced stocks is in the most advanced position, for the 
same general reasons that have put the better-grade 
issues within the Dow average higher; and the index 
of 100 low-priced stocks remains most backward. Its 
last rally high, made as far back as the week ended 
February 18, was over 12 points under the 1948 high. 
Aside from the special interest in television stocks, 
speculative confidence remains subdued. 

It might be added that during the small and labori- 
ous rise of the first quarter of this year, the volume of 
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transactions on the Big Board exceeded 117 million 
shares, which was the heaviest first-quarter volume 
in about 13 years. Heavy volume in a market which 
shows clear signs of fatigue can be a danger signel. 
Thus, volume in the first quarter of 1946 was 111.3 
million shares, the average pace of the 1942-1946 bull 
market had slowed to a walk, and the final top was 
very near in points and percentage. 


Guard Against Complacency 


Over-all business activity seems likely to hold on a 
fairly even keel for at least some added months to 
come; not much above or below the present level, 
which is moderately under the postwar peak, reached 
in the late months of 1948. But the economy is still on 
stilts, some of which are shortened even as others 
are lengthened. Those being lowered include the net 
export-trade balance, and business outlays for new 
plant and equipment. Those up from a year ago, and 
mostly still rising, are Federal deficit spending; state 
and local public-works outlays; mortgage financing 
and consumer installment debt. Relative to consumer 
income, the latter is approaching levels thought high 
before the war. The over-all (Please turn to page 58) 
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By E. A. KRAUSS 


Y nflationary booms, because of their 
allure of glittering prosperity, in the past have fre- 
quently proved highly unsettling to longer range 
business stability. In a sense this applies also to just 
plain boom periods without any inflationary attri- 
butes. The reason is that the temptation to indulge 
in financial excesses is difficult to resist. Quite often 
in such periods, to grasp the opportunities for quick 
and easy profits, corporations loaded themselves 
with debt, with high-priced inventories, and often 
enough indulged in speculative outside ventures they 
had no business to undertake. 

When the bubble burst, such “sins” came home 
to roost with a vengeance, in terms of severe losses, 
even bankruptcies, with the investor all too often 
paying the price. The past is replete with experi- 
ences of this sort; many a management in the course 
of prolonged recuperative efforts has had ample 
time to ponder the folly of such actions. 

Once again we have gone through a highly infla- 
tionary period, and through the greatest boom in our 
history. True enough, inflation has not yet given way 
to deflation, not much anyhow. Similarly, the boom 
has not yet been followed by depression but merely 
by an adjustment process with relatively moderate 
recessionary trends. Whether adjustment is com- 
pleted and business ready to forge ahead on a new 
plateau of high economic activity, as some prefer to 
believe, is still a moot question. We do know, how- 
ever, that business as a whole came through the 
adjustment to-date in extremely healthy fashion, re- 
flecting the excellent manner in which corporations 
have managed their finances in the past decade, and 
particularly in postwar years. 


A good case 
can be made 
for the asser- 
tion that this was an 
important contributing 
factor in smoothing the 
adjustment process, in 
avoiding unduly severe 
repercussions attendant 
upon falling demand 
and dropping prices. 
Things might have 
turned out differently, 
had there been a repe- 
tion of the financial ex- 
cesses of the past. In- 
stead, there generally 
prevailed policies of 
conservatism and finan- 
cial prudence that not 
only helped minimize 
deflationary impacts 
but built great financial 
strength into the corpo- 
rate structure with far- 
reaching consequences 
in the future. American 
corporations as a group 
have emerged financially strong and highly liquid, 
which should go far towards assuring stability after 
the postwar boom has run its course. A few data 
will emphasize this point. 

In the four postwar years, American business has 
invested some $62 billion in new plants and equip- 
ment, quite apart from increasing other assets by 
another $11 billion, making a total asset gain of 
some $73 billion. There has been a considerable 
strengthening of reserves of every kind, and few if 
any real inventory excesses. 

Just how soundly managements operated is illus- 
trated by the fact that despite adjustment difficul- 
ties, corporations at the end of last September still 
held about $40 billion in cash and Government 
bonds, an impressive sign of liquidity when com- 
pared with current liabilities of some $57 billion. 
Cash assets, in fact, were more than three times the 
total of 1939 and 45% more than in 1942. Net work- 
ing capital of $68 billion was the largest ever re- 
ported, almost twice as large as at the end of 1942. 
This of course is a composite picture that is bound to 
hide numerous variations; but this hardly detracts 
from its importance. 
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Moderate Debt Increase 


No less significant is that despite the great asset 
expansion that has occurred, corporate long term 
debt amounts to only about $54 billion compared 
with $44 billion in 1939 and $42.6 billion at the end 
of 1942, an increase of somewhat less, or slightly 
more, than one quarter, respectively. This is indeed 
a conservative showing. Whereas net corporate debt 
since 1942 had risen 26%, net working capital was 
up 86%, cash assets 45%, corporate net income 
80%, and corporate sales just about doubled. Not 
only is the debt load (up 15% since 1929) fantas- 
tically light but it is supported by almost three times 
the pre-tax earnings of 1929 and carries only about 
half the interest rate. 

Similarly, during the past twenty years, while 
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cash assets in the hands of corporations have multi- 
plied nearly four times and current assets more than 
doubled, current liabilities were only about half 
again as large. 

Inventory positions, too, were maintained in a 
generally healthy shape. Last September they aggre- 
gated about $44.7 billion, a gain of about 64% over 
1942 and mainly reflecting price inflation. They con- 
stituted about 36% of current assets, a conservative 
ratio, and only about 29% of sales which is far 
from excessive. There have been inventory losses of 
course, mostly unavoidable, but these were largely 
covered by reserves previously set up against such 
contingencies, or at worst taken in stride thanks to 
financial strength and liquidity. Relatively few in- 
stances have come to hand where inventory losses 
have resulted in permanent-impairment of a corpo- 
ration’s financial position. 


Postwar Financing 


The small increase in long term corporate debt is 
of course the direct result of how corporations 
financed their postwar expansion. Altogether about 
two-thirds of capital needs were covered by retained 
earnings, and the remaining third by long term 
borrowing. To what extent this policy was dictated 
by choice rather than necessity is difficult to state. 
Market conditions, as we know, were not particu- 
larly conducive to equity financing but mere finan- 
cial conservatism doubtless played a significant role. 

The shifting emphasis in corporate financing in 
the postwar period is clearly reflected in the trend 
of liquid asset holdings. Emerging from the war in 
an unusually liquid state as a result of the limited 
private capital investment outlets during the war 
years, corporations helped finance their heavy initial 
postwar capital requirements by drawing on their 
large accumulations of Government securities, liqui- 
dation of which in 1946 exceeded additions to cash 
by about $4.7 billion. 

In 1947 and 1948 on the other hand, holdings of 
liquid assets underwent little change as retained 
earnings were extensively relied upon to finance 
capital expansion. Relatively, however, the 
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standing bank loans last year marked a further step 
toward liquidity, reversing the steady upward trend 
of business borrowing from banks under way since 
the end of the war. Long term debt continued to ex- 
pand, reflecting the still heavy fixed capital require- 
ments. Despite the $16 billion debt since 1946, how- 
ever, interest payments remain quite low in relation 
to corporate earnings, approximating 8% of corpo- 
rate profits before taxes and interest payments in 
1949, compared with 20% in 1940 and 30% in 1929. 
This is a remarkable improvement, reflecting of 





liquidity position of corporations continued 
downward in these years as the volume of 
activity and prices continued to rise. By way 
of contrast, in 1949, corporations were in a 
position to add almost $3 billion to their 
liquid assets, an increase which occurred 
while sales and prices were falling moder- 
ately. As a result, there was a substantial 
gain in corporate liquidity last year. 

In meeting their reduced financial require- 80 
ments in 1949, corporations continued to rely 
primarily on such sources of funds as re- 
tained profits and depreciation allowances 
(see table). But since dividend payments 
were up slightly from 1948, the full impact 
of lower profit levels in 1949 was reflected in 
lower retained earnings which fell by about | 4° 
$5 billion from 1948. Taking into account the 
moderate increase in depreciation, the total 
of retained earnings and depreciation allow- 20 
ances last year came to $14 billion compared 
with $18 billion in 1948. Yet, internal finan- 
cing was relatively more important last year 
than the year before. 

Repayment of about $1.8 billion of out- 
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course the low interest rates at which postwar long 
term debt was contracted. 

The overall financial picture thus is one of sound- 
ness, characterized by great liquidity, a relatively 
light debt load and an even lighter interest burden, 
absence of a top-heavy inventory position, and a dis- 
tinct trend towards reduction of short term debt, all 
the result of prudent and conservative management 
policies. The latter have frequently been criticized, 
particularly the retention and plowing back of sub- 
stantial amounts of earnings at the expense of divi- 
dends. Doubtless there have been cases of excessive 
conservatism, instances where such criticism was 
fully justified. But by and large, it has helped keep 
debt loads modest and liquid assets high, a combina- 
tion that should make for greater dividend stability 
than in the past, for maintenance of dividend pay- 
ments even in periods of less favorable earnings. To 
that extent the stockholder will ultimately gain. 


Capital Investment to Reduce Costs 


Another constructive factor is seen in the charac- 
ter of capital expenditures made by many corpora- 
tions, that is the great and growing emphasis on 
capital outlays that reduce unit costs, as against 
those that involve expansion of capacity or embark- 
ing upon new ventures. The latter of course can also 














Sources and Uses of Corporate Funds 1946-49" 
(Billions of dollars) 
Item 1946 1947 1948 19492 
Uses: 
Plant and equipment 11.6 15.0 17.3 16.0 
Inventories (book values)... 11.2 8.9 6.3 —3.7 
Receivables 4.8 5.7 2.3 —.7 
From business ................ 5.1 4.2 8 —I.6 
From COMSUMESS econ NT 1.7 1.4 & 
From government . —2.0 2 2 (3) 
Cash and deposits .. i 1.1 3 —.| Bs 
U. S. Government securities —5.8 —1.5 dl 1.9 
Other current assets —.7 —.! (3) —2 
Total 422.2 29.3 25.9 14.2 
Sources: 
Retained profits a. 11.4 12.5 7.8 
Depreciation 4.2 4.9 5.5 6.2 | 
Payables trade ...... 4.0 2.6 a —1.6 
Federal income tax liability... —1.6 27 9 —2.3 
Other current liabilities 1.8 6 (3) 3 
Bank loans 
(excluding mortgage loans) 3.3 2.6 1.2 —1.8 
oN eee Mel dete ie 1.9 1.5 5 —I.4 
Long-term . ‘ 1.4 1.2 6 —4 
Mortgage loans 6 8 oT 5 
Net new issues en 23 4.4 6.0 5.1 
Se fe 1.3 ‘<3 1.2 1.3 
Bonds .......... ; ee 1.0 a 4.8 3.8 
fos eae 422.3 30.0 a Of 14.2 
Discrepancy .... Sicoacel an —.7 —.8 0 
Source: Survey of Current Business 
(1) Excluding Banks and Insurance Companies 
(2) Data for 1949 are partly estimated 
(3) Less than $50 million 




















be productive of earnings, thus benefit the stock- 
holder. But outlays made with an eye primarily on 
cost reduction will contribute further to dividend 
stability, not only by cutting overhead and main- 
taining or widening profit margins, but by improv- 
ing competitive positions and thereby aiding volume. 

All these aims have been foremost in the minds of 
managements in formulating postwar plans, and 
still are. Even today, caution rather than the ven- 
turesome spirit of former prosperity periods domi- 
nates business decisions. It governs buying policies, 
dividend policies and future expansion plans, and 
such caution is well in order. Labor costs are high 
and their future trend difficult to appraise. Replace- 
ment costs are high and not likely to decline soon, 
hence the trend toward upping depreciation charges. 
Government policies are worrisome, and uncertain- 
ties in the business outlook cannot be denied. All of 
which helps explain why business, by and large, 
has been playing it safe, intent on keeping itself in 
a highly liquid position. 

Though some stockholders may have reason to 
grumble over ultra-conservative dividends, they 
stand to benefit from the advantage of greater divi- 
dend stability all the more so where moderate dis- 
bursements make it easier to maintain current rates 
even in the face of declining profits. Quite fre- 
quently however in recent weeks, dividend rates 
have been raised in reflection of reduced capital 
needs and a strong financial position even though 
earnings may have been tending lower. Such experi- 
ences prove the validity of the premise that the 
stockholder will eventually benefit from prudent 
management policies. More dramatic proof of it is 
apt to come to hand in the event of any future, more 
severe recession. 


Dividend Stability Should Increase 
Investor Confidence 


As the fruits of sound financial management are 
being reaped in the form of more stable dividends, 
investor confidence is bound to gain and this should 
not be lost on share valuations, since it should add to 
the investment attraction of equities in soundly 
managed corporations. Something of the sort has 
already been evident for some time as witness in- 
vestor preference of better grade equities and the 
broadening of stock ownership in soundly managed 
concerns. In a most direct manner it can be said 
that prudent corporate management has been lay- 
ing a sound and lasting foundation for wider owner- 
ship in private enterprise, reversing the situation 
prevailing after the Thirties when the severe decline 
in stock prices discouraged widespread public invest- 
ment in common stocks. Stock prices of course will 
continue to fluctuate and business will have its ups 
and downs, but greater dividend stability arising 
from financial strength is bound to prove a stabiliz- 
ing factor. 

The record of corporate management of the past 
decade is by far the best in the nation’s history and 
there is every reason to believe that it will be main- 
tained in view of the excellent results achieved. The 
fact that these were achieved in part during a period 
of severe inflation only enhances this accomplish- 
ment, for inflationary periods are full of pitfalls 
and temptations. 

Moreover, the postwar expansion of corporate 
assets as well as the relatively moderate increase in 
debt was a natural rebound from the low wartime 
rate of private capital (Please turn to page 58) 
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By FRANK R. WALTERS 


be he American people have reason to be grateful 
for the potato scandal that has been rocking the 
nation. For several years now, they have been 
vaguely aware that something was wrong with a 
farm program calling for high Federal price sup- 
ports for agricultural products at a time when em- 
ployment and national income were at the highest 
levels in history. They had heard of the Government 
buying farm products and holding them until they 
spoiled, but no one could be too sure how much was 
fact and how much fiction. It remained for what we 
used to consider the lowly spud to arouse the people 
to demand a change. 

The “Case of the Surplus Potatoes” has been so 
well publicized by now that there is little point in 
reviewing it. The real mystery is why it took so long 
to break. 

In this connection, the observant will note that 
whereas the Department of Agriculture had previ- 
ously followed a very hush-hush policy on its hold- 
ings of farm products and methods of disposal, it 
suddenly has become very open-handed with infor- 
mation and has seemed to go out of its way to make 
a bad case for the present loan and purchase methods 
of farm price supports. 

There is more than a vague suspicion that USDA 
is working on the theory that every attack on the 
present program is a boost for the so-called Bran- 
nan plan. Many editors and other writers have fal- 
len into the trap set for them and have provided 
Secretary of Agriculture Brannan with so much 
vitriolic condemnation of price supports and “sur- 
plus” disposal that his plan stands a good chance of 
winning by default. That would be a tragedy, for 
even the Secretary himself is unable to estimate how 
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The Bankruptcy of. 


OUR FARM POLICY 


many bil- 

lions of dol- 

lars of fed- 

eral funds annually would have to be shelled out to 
raise farm income to what he calls “parity.” 

The idea of letting prices of farm products fall 
to the “natural” levels is a great vote catcher, and 
the Democratic Party is counting heavily on its 
appeal to the non-farm population. But what the 
people are not told is that, as a result of the sharp 
increase in taxes that inevitably will be necessary to 
meet the tremendous subsidies to farmers, the actual 
cost of farm products will be much higher than now. 
The theory that agriculture is entitled to a share of 
the national income commensurate with the agricul- 
tural proportion of the total population is preposter- 
ous, but few if any politicians are disposed to argue 
with it. 

This writer wishes to go emphatically on record 
as declaring that nothing stated herein should be 
considered in any way as a boost for the Brannan 
plan for bankrupting the United States. The present 
program is bad, indescribably bad, but the Brannan 
plan is so much worse that it beggars description. 


How It All Came About 


It was back in the 1920’s that the politicians be- 
gan to talk of the “farm problem.” Prices of wheat, 
corn, cotton, and other important farm products were 
well below their World War I and post-war ex- 
tremely high levels — as also were prices of other 
commodities. Europe, which had taken great quanti- 
ties of food from the United States during and im- 
mediately after the war, was back on its feet again. 





There was much talk of surpluses piling up here, 
although actually the amounts were only large in 
comparison with the war and post-war periods of 
rather small crops and high demand. 

Farmers were complaining of losing money, and 
many of them undoubtedly were. But their troubles 
were largely of their own making. This is a matter 
that few so-called agricultural economists ever have 
been willing to admit. During the war and in the 
two years after the war, farmers went heavily into 
debt to buy up all the land they could in the belief 
that highly inflated prices for farm products would 
last forever. There was wild speculation in farm 
lands, and land prices were inflated even more than 
farm products. After the commodity price break in 
1920-21 and the later leveling off of farm products 
prices at well above pre-war values, many farmers 
found themselves in difficulty. Those who had 
avoided buying up high priced land to add to their 
farms were doing all right. 


Congress Takes A Hand 


So, the problem was tossed into the laps of Con- 
gress. There would have been just as much justifi- 
cation for those who lost their shirts in the wild 
Florida land boom of the 1920’s to ask Congress to 
“do something” for them, but the farm vote cannot 
be ignored. And so, there was much agitation for 
various plans, such as the McNary-Haugen bill and 
the Export-Debenture plan for helping the farmer, 
culminating in the establishment in 1929 of the 
Federal Farm Board. The Board’s feeble attempts 
to “stabilize” prices of farm products via a “revolv- 
ing fund” of $500 million were doomed to failure in 
the world economic crisis and general price defla- 
tion that got under way at almost the same time as 
the Board. The principle had been established, how- 
ever, of Federal intervention to nullify the law of 
supply and demand as the price making factors for 
farm products. 

The Roosevelt Administration, coming into power 
in 1933, moved quickly to establish its program of 
“parity” for agriculture. This took the form of 
acreage and production controls, loans to support 
farm products prices, and direct parity payments. 
There may have been considerable justification for 
the original Agricultural Adjustment Act for 
farmers, as there was for the National Industrial 
Recovery Act (NRA) for business, in view of the 
havoc created by the long depression. It is note- 
worthy, however, that no attempt was made to set 
up a new NRA after the Supreme Court found it 
unconstitutional, whereas after the Court ruled 
against the AAA, the Department of Agriculture 
found a way to utilize soil conservation to circum- 
vent the Court decision. 


Parity Principle Retained 


There have been several revisions of the basic 
Act, but the principle of parity has been retained. 
While described as equitable and designed to return 
to farmers prices for their products that are fair 
in relation to the products that farmers must buy 
for use in production and household maintenance, 
parity actually is one of the most gigantic frauds 
that ever has been put over on the American people. 
The original base period, 1909-1914, was a period 
when farm prices were unusually high relative to 
other products as a result of short crops in several 
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of those years. If parity did not work out high 
enough under the original formula for some farm 
products, the base was shifted to a later and more 
favorable period. 

No recognition ever was given to the fact that 
scientific imrovement had raised yields of corn per 
acre, milk per cow, eggs per hen, etc. or that the 
increased mechanization of agriculture has cut pro- 
duction costs. In the latest revision of the parity 
formula, the past ten years of greatly inflated farm 
products prices may be used as a base where it 
works out higher than previous base periods. Costs 
of farm labor now are included, comparing the semi- 
skilled farm mechanic of today with the farm 
laborer of pre-World War I. 

In the early days of loans to farmers on their 
crops, the Commodity Credit Corporation never 
lent anywhere near full parity. When World War II 
came along and the Administration attempted to 
prevent inflation via OPA, the farm bloc in Congress 
actually wrote into the Stabilization Act measures 
for boosting farm prices. Loans on crops were 
raised to 90 percent of parity or more, to be dis- 
continued after the end of the war. 

Whereas price support measures originally had 
been largely confined to the basic non-perishable 
crops, the war emergency gave practically all 
farmers an opportunity to hop aboard the gravy 
train. The Agricultural Act of 1948, the so-called 
Hope-Aiken Act, was designed to get loans and other 
price support measures down to more reasonable lev- 
els, but was amended in 1949 to keep supports higher. 

While provision is made for acreage and produc- 
tion controls, with compliance a necessity for sup- 
port eligibility, there is no assurance that crops will 
be particularly smaller as a result. During recent 
years of high support prices, farmers have raised 
large crops, and government-owned stocks of farm 
products taken over on support operations have 
mounted to tremendous proportions. 


Government Loaded With Huge Surpluses 


In 1939, even at much lower support levels, the 
Government was loaded up to the hilt with stocks of 
wheat, corn, cotton, etc. The farm program recog- 
nizably was a dismal failure. It was clear that, 
given any price guarantee, farmers would over- 
plant. In 1939, there was no possibility of the Gov- 
ernment ever working off its huge stocks. And then 
came the war with its tremendous demands to bail 
Washington out of an untenable situation. 

Today, we are well on our way back to where we 
were in 1939. In a few years, even with production 
and acreage controls in effect, surpluses may be even 
more burdensome. Foreign outlets are diminshing, 
and it is apparent that Congress will not permit 
drastic reductions in acreage and marketing quotas 
that might bring supplies down to something like 
normal. 

We are paying now and will continue to pay for 
a long time to come for the folly of not putting ceil- 
ings on farm products during the war and for not 
dropping high farm price supports once the war 
emergency was over. The workings of economic law 
can be postponed but cannot be thwarted indefi- 
nitely. If prices are held above their true supply- 
demand determined levels, producers inevitably will 
overproduce and there is no legislation that can be 
devised to prevent it. 
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Rigid production controls might be possible in a 
dictatorship but they are not possible in a democ- 
racy. For farmers have votes and politicians will 
not displease them. By now, farm legislation has 
become no more than a vote getting racket. The 
Democrats have discovered a formula that seems 
to assure them the once normally Republican farmer 
vote of the Middle West. Republicans from farm 
areas have gone along rather than appear niggardly 
to their constituents. The Brannan plan is merely 
a new scheme for holding the farm vote to the 
Democratic wagon. 


No Economic Justification for Price Supports 


These are harsh words but unfortunately true. 
Except in an extreme emergency, such as existed in 
the early 1930’s, there is no economic justification 
for farm price supports, production controls, etc. 
Farming is a business and often very big busi- 
ness. There is no reason, except vote catching, why 
farmers as a group are entitled to any more con- 
sideration than other business men. 

The concept of a parity price for farm products 
is ridiculous. No formula ever could be devised 
that gave proper consideration to the differences in 
the various parts of the United States for the nu- 
merous types of farming. No formula ever could 
attempt to keep pace with scientific progress in 
farming that is ever lowering the cost of production. 
Yet, there are people who talk of parity as if it 
were something sacred. 

In recent years of full production and high farm 
prices, farmers have come to expect more than their 
share of the national income. This cannot continue 
indefinitely. Consumers cannot spend a larger than 
usual percentage of their income for food and still 
buy their usual percentage of the products of in- 
dustry. The use of war-time savings, the tremendous 
expansion in consumer credit, and the impetus fur- 
nished by the very high level of capital expenditures 
have. helped to create the illusion that high food 
prices are not important. But, these props are be- 
ginning to give way. 

Just as it is impossible to set up a 
parity formula that is equitable, so is it 
impossible to set up production and acre- 
age quotas that are equitable. Neither in 
prices nor production is there anything 
sacred in historical relationships. We do 
not live in a static economy. The common 
formula, when setting up production 
quotas in order to reduce crops, has been 
to apportion the determined national 
quota to individual farmers on the basis 
of their production in some recent base 
period. Farmers in newer areas, as cotton 
growers in California, are penalized. 
Those in older areas benefit. Absolutely no 
consideration is given to high versus low 
cost areas or farmers. 

We now are beginning to get at what 
has been wrong with the whole concept 
of agricultural legislation. There are in- 
efficient farmers and there are farms 
where even efficient farmers cannot make 
a living except under the very best of 
conditions. Some of these farmers should 
not be in farming. They are far better 
suited for other occupations. Some land 
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now in farms should be turned back to forest or used 
for grazing. While scientific progress in agriculture 
and mechanization are tending increasingly to lower 
prices of foods and other farm products, consumers 
are prevented from sharing in these benefits when 
low cost producers are held down by quotas. Both 
price supports and production quotas are designed to 
keep inefficient farms and farmers in operation. We 
hamper efficiency and put premiums on inefficiency. 

Since there is a physical limitation on the amount 
of food that people can eat, it is probable that not 
more than 80 to 85 percent of the present farm 
population, under efficient operation, is needed to 
produce all the food for domestic use plus work- 
able exports. 

That is a hard, cold fact that even the politicians 
cannot refute. The percentage may be even smaller 
for some crops and is tending to decline constantly. 
Mechanization of the farming process, improved 
seed and breeding stock, and scientific methods have 
stepped up food productive capacity more rapidly 
than called for by a population growth and im- 
proved diets. 

In the nineteenth century, the opening up of the 
West crowded many New England farmers out of 
wheat growing. But instead of clamoring for Fed- 
eral help in the way of price supports, subsidies or 
quotas to enable them to maintain inefficient pro- 
duction and halt the expansion of more efficient 
farming in the West, they turned to other occupa- 
tions such as industry and trade. 

For many decades, a steadily declining percent- 
age of the population has been required to produce 
the food needs of the nation. There is nothing wrong 
about this. It is a mark of progress. In agriculture, 
as in industry, new methods and new areas have 
tended to expand low-priced production and force 
out high cost areas and producers. 


All of the various methods of “helping” the 
farmer that have been used to date, and including 
the proposed Brannan plan, represent nothing more 
than attempts to halt this (Please turn to page 52) 





Photo by Wide World 


The American people have reason to be thankful for the potato scandal. 












Capitalizing 
Corporate Growth 






Through 
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By GEORGE W. MATHIS 


yy * glamorous aspects of stock splits 
in the public mind too frequently transcend the 
sounder reasons that usually lie at bottom of such a 
decision by managements. Since any enterprise is 
free to enlarge its capital structure by the simple 
process of multiplying the number of its shares with- 
out additional investment, and the process often 
stimulates speculative activity, there have been in- 
stances where over-emphasis of the step eventually 
became apparent. On the other hand, where stock- 
splits validly reflect dynamic corporate growth, their 
fortune-building potentials over the longer term 
have usually been proved. 

Fortunately most of the 180 corporations that 
have split their shares since the end of World War II 
have done so to the benefit of not only their stock- 
holders but to the business as well. So many con- 
cerns in postwar have surged ahead in the period of 
record economic expansion, lifting both capital as- 
sets and working capital substantially, that their 
former relationship to the number of common shares 
became widely distorted. Add to this the fact that 
earnings probably will level off rather permanently 
on a higher plateau than in prewar, and the reasons 
for spreading them over a larger number of shares 
gain added weight. 

Because of retention of substantial amounts of 
earnings by managements in recent years, involun- 
tary investment by their stockholders has expanded 
at a record pace. This validly suggests creation of a 
thick cushion to stabilize dividends during uncertain 
periods in the future. By and large, this assumption 
is certainly warranted, as shown by the fact that for 
a number of years in the depressed 1930s, industry 
as a whole drew on its fat accumulated in the boom- 
ing 1920s to distribute dividend totals in excess of 
earnings. It is equally true that the completion of 
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postwar capital programs will enable many compa- 
nies to disburse an increasing share of earnings to 
stockholders by boosting rates or by declaration of 
extras. Despite these potentials, however, the post- 
war wave of stock splits indicates that many man- 
agements consider the stock split method a desirable 
way of attaining the same ends. 

Also, with scarcity of ‘venture capital a seri- 
ous problem and with many of our giant enter- 
prises struggling against odds to combat heavy polit- 
ical and labor pressure, wider distribution of their 
shares among a larger group of stockholders has be- 
come a wise aim. Beyond any doubt, one of the best 
methods to attain this goal is by lowering share quo- 
tations through split-ups which after all involve no 
diminution of basic values. 


Growing Shareholder Lists 


Although increased speculative activity since mid- 
summer 1949 has brought many new investors into 
the market, this factor alone has by no means ac- 
counted for the growing stockholder lists of out- 
standing companies that split their shares last year. 
Shareholders in duPont, for example, increased by 
nearly 15,000 in 1949, while the list of common 
stockholders in United States Steel expanded by 
8,427 in the period between August 5 and February 
10. In due time, the availability of both the afore- 
mentioned equities at a fraction of their presplit 
prices should further swell the number of share- 
holders, and enhance potentials for subscriptions to 
new capital if the need ever arose. 

How much significance investors should accord to 
stock splits depends in large measure on the motiva- 
tion of the management, but more importantly on 
evidence of company growth in the past and pros- 
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Price Trend of Shares Split in 1949 
=e Nias ae: am Za conte is _ in Percent. Change 
Effective Basis Pre-Split from Pre-Split 
Date of of Price 1949-50 Recent Price to Recent 
; Split Split Adjusted = High ~~ Low ——Prrice ~—_—Prrice _ 
Abbott Laboratories 4-19 2-1 3958 54!/, 37 47\/, +19. 0% 
Acme Steel onan ae 6-16 2-1 18!/5 21/2 17% 20'/4 +190 | 
Admiral Corp. ....... 12-8 2-1 15 263%, 14!/, 27g +808 
Beatrice Foods . Bee 10-25 2-1 27 341/, 26%, 33', $24.10 
Caterpillar Tractor cnn 5-27 2-1 283, 37'/, 26%, 36l/, +26. f'35 
Du Pont ...... 6-16 4-1 44 66!/, 43/4 67% +5420 
El Paso Natural G Son 4-18 3-1 26!/, 29 23% 27/2 —a 
Falstaff Brewing . 10-14 2-1 19%, 233%, 19/4 20% 12 
International Paper . 12-21 2-1 333, 394, 3314 39. +17.0 
Knott Hotels 3-22 2-1 1334 16/, 9" 14% 42+ 45 
Lion Oil . 5-5 2-1 215% 33% 19 30% = +42.7_ 
Merck & Co. ie 4.20 2-1 291/4 43%, 27 44 +40.0 
Midland Steel Products 5-4 2-1 22!/, 34 18'/, 314 +38.8 
Panhandle Eastern Pipeline 12-28 2-1 36%, 49%, 34%, 47, $28.1 ; 
Ronson Art Metal Works 5-17 2-1 12% 19%, 10% 18 +40.0 
|United States Steel = i ws 6 32/2 20/4 32% +47. 











pects for continuance of the trend. When these fac- 
tors seem satisfactory on appraisal, investors can 
often refute the rather broadly accepted notion that 
stock splits mean little more than cutting a piece of 
cake in two, or the reception of duplicate coat checks 
at a cloak room, as one leading industrialist re- 
cently suggested in resisting pressure to split the 
shares of his company. One has only to note how 
stockholders in dynamic enterprises have built 
up fortunes through repeated stock splits over a long 
period, attended by a consistent growth in income, to 
avoid undue skepticism over their inherent merit. 
Look at the classic example of International Busi- 
ness Machines, for instance; the original investors 
now receive annual dividends well in excess of what 
they first paid for their shares, and despite numer- 
ous stock splits and frequent stock dividends, the 
stock is now quoted around 240. It is interesting to 
consider how fantastic the current price and dividend 
rate would be, had not the company wisely kept its 
capital structure adequately adjusted to rising earn- 
ing power in the course of its long sustained growth. 
Thus when managements in clearly indicated 
growth situations multiply the number of shares 


through stock splits or stock dividends, the process 
may mean a good deal more than just handing out 
receipts for sizeable earnings formerly retained. 
Where the split-up has a genuinely sound founda- 
tion, it is a signal of healthy progress and gives 
promise of repetition in due time. It is this element, 
combined with satisfactory dividends, that even- 
tually will determine market appraisal of the shares 
at higher levels. Undeniably the establishment of a 
lower price base through a stock split enhances po- 
tentials for price appreciation in favorable market 
periods, although the rate of gain should be meas- 
ured in terms of percentage rather than in points. 


Postwar Waves of Stock-Splits Subsiding 


The rash of stock splits in the last few years has 
been subsiding, mainly due to the increasing scarcity 
of logical candidates. In 1949 only seventeen stocks 
listed on the New York Stock Exchange were sub- 
divided against 30 in the preceding year. To judge 
from at least eleven companies that have proposed 
splits thus far in 1950, however, the number may 
moderately increase (Please turn to page 55) 











































































































Statistical Data on Shares Proposed for Split in 1950 
2 Net Asset Value wr Ue + Price Range Basis of 

| Per Share Net Per Share Div. 1949-50 Recent Proposed 
| 1940 1949 1948" 19491949 ~SsHigh ~~ Low __—~Price_ ~—Split _ 

| Community Public Service... _ $33.20 $40.52 $3.98 = (E) $4.40 _ $2.00 45%, 27, «44% 3—I 

| Consolidated Gas of Baltimore... . 41.63 54.00 4.25 4.57 3.60 77%, 58 77, 3-1 

| General Fireproofing — ws 15.32 4470 924 I157 5.00 45% 29% 44% 21 

Minneapolis-Honeywell . 670 22.35 449 — 6.05 2.62 74% 43! 70/2 2—I 

| National Steel ......... 57.40 99.56 1635 16.02 5.50 10, 7342 109% 3-1 
| N.Y, State Electric & Gas. 79.20 127.78 4.65 4.56 3.40 58% 48! 57% 2—I 

Pfeiffer Brewing 4.95 15.77 3.99 __ 6.29 (a)2.00 447/, 17 44 2—I 

ible Sovkes of Colcol 23.75 31.10 4.22 (E)4.75 230 53 38 51% 2-1 

Skelly Oil fies ae ae ae 20.05 (a)5.00 1272 97-—S 1p 2 

| United Carr Fastener.......... . 1400 3153 6507.22 3.00 49 29%, 46/2 2—1 
| Wheeling Steel on nen 42.32 137.42 23.24 1068 = 4.00 Ip 29% SL 
| (a)—Plus stock (E)—Estimated 
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CONGRESS versus STATE DEPARTMENT 





By E. K. T. 


PRESIDENT TRUMAN, if he follows the advice of top 
party advisers, won’t open up on republican retreat 
from bi-partisan foreign policy during his semi- 
political trip to the West Coast. His metropolitan 





WASHINGTON SEES: 


The feud between the State Department and 
congress is intensifying. Simmering for more than 
two years, it finally is beginning to erupt and the 
action will be swift and decisive from this point 
on, until there is a showdown which could remove 
the last vestiges of bi-partisan international 


policy. 


The unity of parties on foreign affairs had its 
weakness in the very beginning for it was not 
truly bi-partisan. Knowing the republicans had no 
alternative but to accept, the State Department 
made the policy, permitted the GOP to acqui- 
esce. But the end of the war saw a switch; it no 
longer was a patriotic necessity to withhold op- 
posing comment. And then the lessening activity of 
Senator Arthur H. Vandenberg, Michigan repub- 
lican who has held his party in line, doomed at 
least the outward show of unity. 


Senator Joseph McCarthy's “red purge" of the 
State Department is basically a peg to hang a 
deeper objective on. (He could have accom- + 
plished his declared goal in private conference 
with Secretary Acheson, if that were not true.) 


Now the ECA appropriation bill comes up — 
seaprated from other money measures which al- 
ready will have buried the government in deficit 
operation. The republicans, aided by a sufficient 
number of anti-Truman democrats will slash it to 
ribbons. They'll kill the White House Point 4 “aid 
to under-developed nations” plan; they'll reject 
membership in the International Trade Organiza- 
tion. And that’s only the beginning. 
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center addresses and whistle-stop talks with the 
people will be, for the most part, in sections of the 
country which still look askance upon “entangling 
alliances” and the reception might be cool. That 
means Secretary of State Acheson will be left hold- 
ing the bag for a little longer insofar as the White 
House is concerned. But lesser lights in the Admin- 
istration will fight back. Speech by Senator William 
Benton, former assistant state secretary, was the 
first, others will follow. 

MEANWHILE speculation that President Truman 
might send Chief Justice Fred Vinson to the Krem- 
lin has been revived by Vinson’s visit to the Presi- 
dent’s retreat at Key West, Florida. Mr. Truman, it 
will be remembered, had planned such a bold ges- 
ture once before, abandoned the idea when he was 
told his action might be interpreted as political. 
Afterward he chilled to his own idea, said emphati- 
cally an international conference is still desired — 
“but it must be inside these (White House) doors.” 
Aides at Key West wouldn’t stultify themselves by 
denying the world situation was discussed, but 
wouldn’t amplify. 

ORGANIZED labor, as represented by the American 
Federation of Labor is bemusing itself that an eco- 
nomic Utopia can be brought into existence. AFL 
has the complete blueprint, all that is needed is con- 
gressional cooperation. But there is the fatal diffi- 
culty of impracticality. The labor organization has 
begun its drive on congress over two roads: one 
cites the anticipated further drop in exports to for- 
eign countries and asks the lawmakers to legislate 
encouragements to greater shipments; the other 
supplies statistics to prove that the American work- 
ingman needs tariff protection, asks that competing 
imports be barred. 


ANOTHER labor front, the powerful Machinists 
Union, is steeped in pessimism. If elections were to 
take place next week instead of in November, the 
machinists say the liberals would be routed and the 
reason is: no record of achievement. They’re whis- 
pering “Eighty-worst Congress” and pointing out 
that only 60 days remain to create a decent showing 
to go to the people. There is less optimism in labor 
ranks than among professional politicians. 
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At tho midway point of the congressional 
session, Truman Fair Deal promoters are looking back and 
ahead, not quiteo certain whether they are happy or 
displeased with the product and the prospect. Viewed 
from a purely legislative standpoint, there is very little 
to be proud of. Some of the more politically-minded 
congressmen in the democratic party say they'd like to 
have the winning platform of the last election to run on 
again. And from present appearances, they will have it; 
it seems certain that very little of it will become law. 






































Some compromises are ahead. They may save 
the titles but will lose the substance of the laws promised 
the electorate. An example of that was the house-enacted 
Fair Employment Practices Commission which has only 
faint resemblance to the FEPC that was talked about 
before the 1948 election. Today there is no such thing as 
a "must" list ot White House proposals; in fact there 
will be little more than "talking for the revord" when many of them reach the floor 
in the normal course of things legislative. 
































Down the drain, unless something umlooked-for happens, are the political 





promises of Taft-Hartley Act repeal or revision, the federal aid to education bill, 
cooperative housing with special attention to the "middle class," and extended 
federal rent controls. Repeal of the taxes on oleo and stop-gap aid to Korea stand 
out as "accomplishments." 




















Held back by the decision to group most appropriations under an omnibus 
bill, not a solitary money measure has been put under the searching light of debate 
as yet. The $23.4 billion dollar aggregate budget which the house committee has 
thrown out for discussion, cuts almost one billion dollars from the White House 
proposals, but projects a 4 billion dollar deficit in next year's operations. And it 
doesn't seem to please anybody on Capitol Hill -- not even the committeemen who 
sent it to the floor. Their vote was on strict party lines, but it is evident 























that they were drafting the question for formal debate, not deciding the issue. 


To be borne in mind is the fact that the appropriations committee action 
doesn't reflect the probable costs of federal government operation in the next 
fiscal year -- not by at least 11.5 billion dollars! In fact it hardly justifies the 
title "omnibus bill." To come up in later measures are such costly items as Marshall 
Plan aid to Western Europe, military assistance to the democracies, and the 
numerous appropriations for fixed charges such as interest on the debt which do 
not lend themselves to substantial revision at the hands of the congress members, 
but rather fall into the domain of the auditors and accountants. 





























selective service manpower draft isn't making enough headway to give 
encouragement that it will be enacted as more than standby. Seemingly ignored 
is the President's idea that excise tax reduction cannot be carried beyond 650 
million dollars. Talk on Capitol Hill now centers on a point about doubling the 
White House concession. Still there is an undercurrent of insistence that excises 
not be cut beyond the point where compensatory tax increases may overcome the 
Treasury loss. There may be found in that group, a sufficient number of votes to 
make up the necessary one-third of membership in either house to sustain a 
Presidential veto. 
































Social Security tax changes voted by the house come pretty close to fulfill- 
ing the promises of the democratic party. Bui the house proposals are running into 
difficulty on the senate side where a busy calendar may hold the bill off the floor 
until late in May. Should the senate make substantial changes in the house action, 
it may be extremely difficult to bring about.an agreement in conference. That could 
doom the entire legislation. 
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Rep. John Taber ‘of New York, the one-man economy bloc of the 80th Congress, 











may be given the job of knifing the omnibus appropriation bill. He'll attempt it 
anyway, but the big news is that he may be the formal choice of both the democrats and 
his own party to "manage" the legislation during the debate. If the tax-cutting bloc 
of democrats can be convinced that Taber won't play partisan politics or claim 
successful results as a GOP victory, he'll get full cooperation. 

















No matter what the house committee recommends in the line of appropriations, 
there will be a determined fight to send the bill back to committee with explicit 
instructions to cut one billion dollars more from the budgets. There is a conviction 
that the committee did not make a rock-bottom cut, aware that no recommended figure 
will be accepted. Taber's conversation with committeemen persuades him to the 





























recommital to to ‘render i it off. The New Yorker is certain to make a half-hearted try for 
a balanced budget, will settle for a billion dollar cut. 











Friends of the farmers, especially of the potato growers, are frankly disap- 
pointed at disregard of the government's request that smaller crops be planted this 
year. Every indication is that a huge potato surplus will be found next year. There 
will be over-supply, to, of grains and particularly feed crops. A cut of 7 per cent 
in the plantings of potatoes was scheduled. [he reduction will be about 3 per cent. 
Last year's crop support for this item alone was 100 million dollars. The prospect is 
that the aggregate cost of support for five years will be half a billion dollars. 






































Far from the most important agricultural crop, potatoes are among the most 
Strongly entrenched of the price-support commodities. The reason is simple: it isn't 
a regional product, large quantities are grown in every state. Maine and Idaho 
naturally reap the largest benefits from government aid, but there is sufficient 
financial interest in almost every constituency, outside the huge metropolitan 
districts, to keep congress members "friendly" to the needs of the potato growers. 
































Outlet for much agricultural surplus may be opened up if the house foreign 
affairs committee plan to force the over-supply on Marshall Plan countries prevails. 
The idea is to reduce the ECA appropriation by one billion dollars cash, but give 
Western European countries an equivalent amount of CCC farm surpluses -- which they 
already have said they don't want! 




















Completely escaping attention of congress over the years, seems to be the 
over-generous vacation and sick leave allowances for the hundreds of thousands of 
federal workers. But the end, and a possible saving of 100 million dollars a year, is 
in sight. It is estimated that 75 per cent of white collar workers in private industry 
get not more than two weeks vacation each year. They, as taxpayers, are footing the 
bill for a federal system which congressmen are finally coming around to regard as 
indefensible. 


























A federal agency employee is allowed 26 working days vacation and 15 
sick days leave each year, plus nine holidays. That adds up to 50 work days and ona 
five-day week (now fully observed in federal offices) means 10 weeks of paid layoff 
each year. Proposed, and widely favored in congress, is reduction of vacation by six 
days and sick leave by three days each year. That still would leave.the federal pay- 
roller much better off than the personnel working in private industry. 



































The bill to reform vacation and 3ick leave is sponsored by Senator Paul 
Douglas of Illinois, democrat and leading Liberal in the upper house. It is not subject 
to the ordinary type of attack -- that the draftsman is ""anti-labor." Douglas is 
massing statistical data to support his position, and it is a convincing argument. 

















A typical example: if a standard typ onstruction contract which the Navy 
Department is let out to private enterprise, ¢ Ss a labor available at $1 an hour 
in a private installation are entered at exactly that amount; if to be performed ina 
government facility, 17 cents an hour must be added to cover the special advantages 
a federal payroller receives. The White House was cool to the proposition at first, 


now has switched and has sent Budget Director Frank Pace into the fray on the side 
of economy. 
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By JOHN D. C. WELDON 


y= the public spends its money has always been of 
keen interest to market analysts and businessmen generally. It 
is scarcely less important to investors, for any marked shifts 
in the consumer spending pattern is bound to affect sales and 
earnings trends of individual industries and companies. A break- 
down of the spending pattern not only reveals trends in con- 
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sumer preferences but also points out which industries and com- 


panies are likely to lead, and which to fall behind in 
the race for the consumer dollar. Thus an analysis 
of spending trends always deserves attention; 
usually also it brings out facts and trends of which 
the average layman is little aware. 

Thus few perhaps realize that the public last year 
spent forty cents out of every dollar that went into 
retail channels for food and automobiles, with the 
biggest slice — 23.6 cents— going for food, cus- 
tomarily the largest item in the consumer budget. 
Automobiles accounted for 16.4 cents. But this is 
only half the story. If we add related items, such 
as sales of eating and drinking places, parts and 
auto accessory stores, and filling stations, we find 
that the public has spent 32.4 cents out of every 
retail dollar for food and drink (excepting liquor 
store sales which would add another 1.4 cents), and 
22.8 cents at auto and accessory dealers, a combined 
total of more than 55 cents out of every retail dollar. 

This is a significant proportion and explains in 
part while spending in other directions has been 
lagging. Just how much is involved becomes evident 
when we consider that total retail store sales last 
year aggregated $128 billion, only 114% under the 
record high of $130 billion in 1948. The unprece- 
dented number of passenger automobiles sold in 
1949, which permitted motor vehicle dealers to re- 
cord an 18% increase in dollar sales, contributed 
materially to maintenance of a high spending total. 
Sales of retail stores other than motor vehicle deal- 
ers were 5% below 1948. This also finds reflection 
in the breakdown between durable and non-durable 
goods stores. 

The former took in 31.1 cents of each retail dol- 
lar, highest on record and comparing with 29.2 cents 
in 1948 and 28.1 cents in 1941. The balance of 68.9 
cents went to non-durable goods stores, as against 
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70.8 cents last year and 71.9 cents in 1941. Durable 
goods, in short, have been gaining at the expense of 
soft goods, principally due to exceptional demand 
for automobiles. 

Non-durable goods stores reported fairly substan- 
tial decreases. Dollar sales of both men’s and 
women’s wear were down about 8% but part of 
these drops—particularly in women’s apparel—re- 
flected the availability of goods of equal or higher 
quality at lower prices than in 1948, and trading 
down may also have been important. At shoe stores, 
where prices are more stable, the 1949 decline in 
sales was about 4%. Drug store sales were down 
2%, and department store sales 6%. 

According to the Department of Commerce which 
has compiled these data, figures on tax collections 
indicate that sales of luxury goods continued the 
downward slide in evidence since early 1948. Excise 
taxes on furs fell about 28%, those on jewelry 10%. 
Moreover, examination of department store sales 
points to greater decreases in sales of those depart- 
ments carrying higher priced merchandise. The same 
tendency is shown by the fact that sales in basement 
stores which generally display lower-priced items, 
were down only 3% while the figure for the main 
stores was 7%. 


Varying Trends Among Durable Goods 


Interestingly, though the durable goods group as 
a whole showed an increase in sales because of the 
large gain of motor vehicle dealers, declines were 
registered by most stores whose major lines con- 
sisted of consumer durables other than autos. In 
the home furnishings group, trade was bolstered by 
booming sales of television sets and some major 
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Sales of Retail Stores by Kinds of Business 
(Millions of Dollars) 
DURABLE GOODS STORES 

% to % to 

1948 Total 1949 Total 

Automotive group oo cece 19,309 14.8  $ 22,728 = 17.7 
Building materials, hardware... 10,710 8.2 9,509 7.4 
Home-furnishings group... -.c-- 6,725 5.2 6,537 5.1 
Jewelry bes ad 1,264 1.0 1,100 0.9 

NON-DURABLE GOODS STORES 
Apparel group —...._..__.._._-.___ 9,865 7.6 9,175 7.1 
Drug stores ..._. 3,687 2.8 3,605 2.8 
Eating and drinking places 12,112 9.3 11,240 8.8 
Food group oe ncececcnceee . 30,506 23.5 30,298 23.6 
Filling stations ............. 6,325 4.9 6,363 5.0 
General merchandise group 17,015 13.1 16,019 = 12.5 
Other retail stores 12,524 9.6 11,609 9.1 
All retail stores $130,042 100.0 $128,183 100.0 
Source: U. S. Department of Commerce. 




















household appliances, and by strengthening demand 
for furniture and furnishings during the latter part 
of the year in line with the pick-up in residential 
building activity. Yet total dollar sales declined 
about 3%. In building materials and hardware 
stores, the percentage drop was substantially larger, 
12% and 11% respectively, reflecting in part lower 
prices and greater availability of lower price lines. 


Recovery Trend Continues 


In most of the store groups, the downward drift 
in dollar sales lasted through the first seven or eight 
months of the year, with signs of recovery evident 
thereafter and continuing right into 1950. The home 
furnishings group showed a substantial pick-up as 
price reductions in TV-sets and electrical appliances 
helped stimulate demand, while the high level of 
residential construction contributed to livelier ac- 
tivity in furniture and house furnishings. Easier 
credit terms were also a factor. Total instalment 
sales credit last year was up more than one-third, 


with auto and home furnishings stores showing the 
biggest increases. 

Dollarwise, sales of non-durable goods, though 
still accounting for the bulk of retail spending, 
dropped to $88.3 billion from $92 billion in 1948, 
while durable goods sales rose from $38 billion to 
$39.8 billion. This is in line with the trend evident 
in the last few years, and still continuing. Total re- 
tail sales however declined relative to income, bring- 
ing them closer in line with the relationship char- 
acteristic of prewar years and reversing a trend 
which had begun immediately following the war’s 
end and continued until mid-1948. 

Though the proportion of disposable income spent 
at retail stores has declined somewhat in the past 
two years, it remains higher than before the war. 
In such years as 1929, 1939 or 1941, about 60% of 
disposable income was expended in retail establish- 
ments, whereas last year, it was two-thirds—but a 
good deal of this extra spending went for autos. 
Elsewhere relationships were generally close to 
those prevailing before the war. 


importance of Auto Boom 


This highlights the importance of the postwar 
boom in autos to the economy as a whole, and retail 
trade in particular. Even today, automobiles remain 
the most important single consumption item for 
which the backlog demand has not yet been fully 
exhausted; once this is the case, a significant shift 
in spending relationships is likely to occur, reflect- 
ing a further adjustment from the distortions of the 
war and earlier postwar years. 

Non-durable goods sales may well benefit there- 
from, particularly if aggregate consumer income 
holds around current levels. In that event we may 
witness an even closer reapproach to prewar rela- 
tionships to disposable income, with enhanced po- 
tentials for apparel, department stores and other 
general merchandise stores. Even food stores 
may gain, 

Inevitably they will do so, on a relative basis, 
should disposable income decline in the future. In 
the boom year 1929, for example, 22.6 cents of the 
retail dollar went to food stores, as against 27.6 
cents in the depression year 1933, and the ratio was 
back down to 22.7 cents in fairly 
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tend to fluctuate with the busi- 
ness cycle; food sales remain far 
more stable. Last year, at $30.3 
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amounted to $28.4 billion, but the 





60 


se —— 
RVICES 


co | lower figure was principally due 
to price disparities. 
Should disposable income re- 


a { main high, the increased impor- 





40 


inal 


tance of durable goods in the 
nation’s spending pattern may 


1d” readily become a more lasting in- 





20 _ 




















DURABLE GOODS & 
1 - 





Rm aks Cd MM aed nae 














20% fluence though naturally of lesser 


relative import than during the 
immediate postwar years. Popu- 

















" z. 
1948 1950 


lation growth will tend to work 
in the same direction. Still cycli- 








20 


THE MAGAZINE OF WALL STREET 





ig the 


hough 
nding, 
1948, 
ion to 
vident 
tal re- 
bring- 
char- 
trend 
war’s 


spent 
e past 
> war. 
0% of 
ublish- 
-but a 
autos. 
Ise to 


ostwar 
| retail 
-emain 
m for 
1 fully 
t shift 
reflect- 
of the 


there- 
income 
fe May 
r rela- 
‘ed po- 
1 other 
stores 


- basis, 
ure. In 

of the 
st 27.6 
tio was 
. fairly 


short, 
e busi- 
ain far 
t $30.3 
lose to 
billion ; 
robably 
f lower 
. they 
but the 
lly due 


me re- 
impor- 
in the 
nm may 
ting in- 
f lesser 
ing the 
. Popu- 
0 work 
ll cycli- 


STREET 





cal fluctuations can hardly be eliminated, whether 
the result of fluctuations in disposable income or 
because of periodic saturation of markets with sub- 
— reduction of sales potentials to replacement 
needs. 

It stands to reason that current and indicated 
spending trends are never without effect on mer- 
chandising policies, and will receive even greater 
attention as consumer selectivity mounts. Doubtless 
high food costs are still encroaching on buying 
power for other goods that otherwise might be more 
readily purchased. Any further decline in food costs 
thus will release funds that should restimulate 
greater demand for other products—provided that 
overall spending power is maintained. Assuming the 
latter, it may be a safe conclusion that what may 
then be expected are shifts rather than a decline in 
consumer spending even when abnormal postwar 
trends have run their course. If so, this is apt to 
intensify future cross currents in business. 

A few such trends have already become discern- 
ible. Sales of clothing and other soft goods have 
shown moderate improvement in recent months but 
soft goods sellers continue to look with envy at the 
sensational sales gains chalked up by autos and tele- 
vision which many hold responsible for the gener- 


‘ 


ally poor showing of apparel lines. January sales of 
autos and automotive equipment accounted for al- 
most 20 cents of the retail dollar compared with 
the 1949 average of 17.8 cents and 15.4 cents in 
1941. TV-sets and major household appliances have 
also shown smart sales increases. It is understand- 
able that merchandisers of soft goods are discour- 
aged by this showing, for well they know that while 
the hard goods boom lasts, soft goods sales are not 
likely to return to a normal relationship to spend- 
able income. 


1950 Should Be Good Retailing Year 


Due to the consumer desire for numerous hard 
goods such as those mentioned, consumer spending 
this year promises to remain high though it is not 
likely to rise much. On the other hand, despite evi- 
dences of caution, it is not likely to fall off in any 
important degree. Though retail sales last year 
were off a nominal 114%, personal consumption ex- 
penditures rose to $179.4 billion from $178.8 billion 
and in 1950 should not come down much from this 
approximate level, if at all. The outlook thus points 
to a fairly good retailing year. 

While showing the 1948 (Please turn to page 50) 
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| 
| Personal Consumption Expenditures by Type of Product 
| (In Billions of Dollars) 
1948 1947 1946 1945 1944 1940 1937 1933 1929 
TOTAL CONSUMPTION EXPENDITURES 178.8 164.7 147.4 122.8 111.4 72.1 67.1 46.3 78.8 
Total Commodities ......... 125.7 117.4 103.7 83.6 74.4 45.4 42.2 25.8 47.1 | 
Per cent of total... 70.7 71.2 70.0 68.0 67.0 63.1 62.9 55.6 59.8 | 
Durable Commodities 23.5 20.9 16.2 8.2 6.8 7.9 7.0 3.5 9.4 
Per cent of total 13.4 13.5 10.4 6.7 6.1 10.9 10.4 7.6 11.9 
Non-Durable Commodities 102.2 96.5 87.5 75.4 67.5 37.6 35.2 22.3 37.7 
Per cent of total 57.3 58.7 59.6 61.5 60.9 52.2 52.5 48.0 47.9 
Total Services 0... 53.1 47.3 43.6 39.2 37.0 26.6 24.9 20.6 31.7 
Per cent of total... 29.3 28.7 29.7 32.0 33.4 36.9 37.1 44.4 40.2 | 
| 
Food and Tobacco............ 65.2 61.8 55.0 46.3 41.8 22.6 21.6 12.8 21.4 | 
Per cent of total... 36.5 37.5 37.5 37.8 37.8 31.4 32.2 27.6 27.1 | 
Clothing, Accessories and Jewelry 23.8 22.6 22.1 20.1 18.0 8.8 8.0 5.4 11.0 | 
Per cent of total... 13.3 13.7 15.0 16.4 16.2 12.2 11.9 11.6 14.0) 
Personal Care once Mw eros 2.3 2.3 2.4 at 1.8 LI 1.0 6 1d | 
Per cent of total..... Baise ene we 1.3 1.4 1.6 1.7 1.6 1.5 1.4 1.4 1.4] 
LCL | E> | ees SU. ee Oa ee rd es 15.9 14.4 13.2 12.2 11.7 9.2 8.4 7.8 11.4 
Per cent of total... . 8.9 8.7 9.0 10.0 10.6 12.8 12.5 16.9 14.5 
Household Operation ..... 24.4 22.0 18.6 14.8 13.4 10.3 9.3 6.4 10.5 
Per cent of total : eae 13.8 13.4 13.6 12.0 12.1 14.3 13.9 13.8 13.3 
Medical Care and Death Expenses 8.4 7.4 6.7 5.9 5.6 3.6 3.2 2.4 3.6 
LACT GR 1 | Sees Re ee as 4.7 4.5 4.6 4.8 5.0 5.0 4.8 5.2 4.6 
Personal Business Sas eee O a et 7.1 6.0 5.5 4.8 45 3.8 3.9 3.1 5.2 
Per cent of total 3.9 3.6 3.7 3.9 4.0 5.3 5.8 6.6 6.6 
Transportation 17.6 15.5 11.8 6.4 5.6 7.0 6.4 3.9 7.5 
Per cent of total... 9.8 9.4 8.0 5.2 5.0 9.7 9.6 8.5 9.5 
RBEEM CHC ena eas tS Rs : 10.0 9.4 8.6 6.0 5.3 3.7 3.4 42 4.3 
Per cent of total... 5.6 6.1 5.9 49 49 5.2 5.0 4.7 5.5 
Private Education and Research. 2 1.1 Il 1.0 8 9 6 6 5 Py 
Per cent of total... 8 7 PY i 6 8 9 9 1.0 8 
Religious and Welfare Activities... ae 1.6 1.6 1.6 1.6 1.6 1.0 9 9 1.2 
Per eent of total. 9 1.0 1.1 1.3 1.4 1.4 1.3 19 15 
Foreign Travel and Remittances. a 1.1 PY 8 1.6 1.0 Py 5 4 8 
Mab CONE OT tOlG eek 6 4 5 1.3 9 J 7 8 1.0 
Source: Department of Commerce 
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By GEORGE L. MERTON 


Ti estaviae emphasis on health has been 
greatly intensified by a seemingly endless stream of 
medical discoveries that challenge the imagination. 
In the course of a single decade, scientists have made 
amazing strides in probing the mysteries of life and 
to synthesize drugs that eventually may minimize or 
end the hazards of human illnesses. The horizon for 
future progress is so boundless that the growth 
potentials of certain drug manufacturers with estab- 
lished repute have increasingly become no mean 
consideration with investors who formerly placed 
major reliance on the traditional stability of the 
drug industry. 

While beyond question the drug industry as a 
whole should experience expanding demand for a 
number of reasons, the prospects for a rapid and 
well sustained uptrend in profits by most of the lead- 
ing units are rather limited. More than 1300 drug 
manufacturers in the United States, backed by a host 
of researchers, now vie for the fruits of scientific 
progress. The field is thus wide open to introduction 
to the most startlingly efficient new drugs, regardless 
of company size or whether a specialist in produc- 
tion of ethicals, proprietary drugs, fine chemicals, or 
all combined. Among the larger firms, the most valu- 
able new item may be given a trade name and for a 


while reap lush profits with- 
out importantly lifting over- 
all earnings depending on 
the sales of a host of other 
products. 

More importantly, in- 
creased consumption of drugs 
rather than higher prices has 
accounted for the industry’s 
steady rise in volume since 
the end of the war. Prices for 
ethical drugs (those mainly 
prescribed by physicians) are 


; still surprisingly close to the level of ten years ago, 
* and competition has prevented prices for proprietary 


brands from advancing significantly. Initial price of 
a new synthetic drug may seem so high as to suggest 
extremely favorable profits for its producer, but this 
seldom proves to be true. The fact usually is that 
until mass production is attained, heavy costs and 
the absorption of big research expenses keep profit 
margins well within bounds. When rapidly expanded 
output catches up with demand, as with penicillin 
and streptomycin last year, prices drop very fast and 
leave the manufacturers highly dependent on large 
volume with leaner margins. 


Restraining Factor 


An equally significant factor that restrains undue 
enthusiam about the profit potentials of new drug 
discoveries is the progressive development of im- 
proved products that may be still more effective in 
combatting disease. Only medical opinion based on 
widespread and prolonged tests can determine the 
merits or shortcomings of newly introduced drugs. 
Thus despite the heartening development of sulfa 
drugs and their benefit to mankind during the war 
years, gradual recognition of their after-effects tended 
to make for caution in their use. 

This birth of antibiotics (drugs derived from 
moulds), however, led to an expanding array of bet- 
ter products, each outdoing the other in some re- 
spects yet leaving room for improved performance 
or wider scope. To list only a few of the “miracle 
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drugs” in the foregoing category, we might mention 
penicillin, streptomycin, aureomycin and terramycin, 
the latter just entering the market. It is said that no 
fewer than 300 new antibiotics have now gone 
through the testing stage and are being readied for 
near-term offering to the public and to the medical 
profession, each designed to fulfil a special purpose. 


World-Wide Entrenchment 


Now that American drug manufacturers have be- 
come strongly entrenched in world markets formerly 
controlled or dominated by German producers, and 
with health programs at home a major political is- 
sue, it is hardly surprising that sales of the industry 
reached a record high of around $1.6 billion last 
year. Widespread publicity over strides achieved in 
eliminating the need for mastoid operations, in dis- 
pelling the threats of pneumonia and whooping 
cough, in alleviating pain from arthritis and rheuma- 
tism, in scoring against typhoid fever, dysentery, 
spotted fever, gland troubles, tuberculosis and even 
leprosy—has doubtless created a desirable climate 
for increased consumption of drugs. As the medical 
profession has confirmed the validity of many of 
these claims after a period of severe testing, in many 
cases the ground has been well prepared for promo- 
tion of high grade drugs. 

Medical opinion, however, still differs widely over 
the advertised merits of antihistamine remedies now 
freely offered for the first time as an early cure for 
the 300 million colds that annually plague the popu- 
lation of the United States and Canada. Meanwhile, 
the fact that these cold remedies require no medical 
prescription has enabled their producers to reap 
quite a substantial harvest, although it remains to be 
seen whether their popularity will prove permanent 
or turn out to be a passing fad. 

From an operating viewpoint the large drug man- 
ufacturers are well situated in the current year. The 
cost of essential materials has measurably receded 
from the postwar peaks and appears to have levelled 
off dependably. Prices of innumerable drug products 
seem stable and well adjusted to consumer demand 
and operating costs. The latter are unusually well 
controlled by the leading manufacturers under cur- 
rent conditions, because outlays for raw materials 
absorb about 70% of their sales dollar and wage 
ratios averaging 10% are among the lowest of all 
industries. 


Promotional Expenses 


When it comes to promotional expenses, producers 
of ethical drugs are especially fortunate; advertising 
outlays are light since sales potentials hinge impor- 
tantly on orders indirectly stemming from physi- 
cians. In contrast, manufacturers of proprietaries 
have to spend large sums for promotional purposes 
that often restrict their earnings. Both groups stand 
to benefit from completion of large scale moderniza- 
tion programs that have brought many operating 
economies. 

In a few instances there may be difficulty in amor- 
tizing heavy expenses incurred in expanding facili- 
ties for the production of penicillin and strepto- 
mycin, now that prices for these specialties have 
tumbled severely. On the other hand, the broadening 
demand for these and similar items may enable the 
more strongly entrenched manufacturers to earn sat- 
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isfactory profits despite narrowed margins. 

Although exports of drugs in 1949 reached a new 
high of $200 million, the record may stand for some 
time. This not only because sales will likely be influ- 
enced by the impact of currency devaluation abroad, 
but also because the recovery to more normal activity 
by many European drug manufacturers is becom- 
ing increasingly noticeable. Thus while ECA funds 
largely accounted for a slight uptrend in foreign 
sales last year, a probable reversal of the trend seems 
in sight. Dollar shortages in South American coun- 
tries reduced purchases of American drugs to around 
$50 million in 1949 compared with $61.2 million in 
1948, though sales to Canada, Mexico and other Cen- 
tral American countries rose somewhat. On the other 
hand, it is important to realize that numerous large 
domestic concerns have sizeable foreign operations 
and thus are in position to compete advantageously 
with manufacturers of various nationalities. 

The operating problems, policies and opportunities 
of drug manufacturers vary in such wide degree that 
study of these factors on an individual basis is essen- 
tial. For purposes of comparison we append a statis- 
tical table that reveals a broad range of operating 
data for many leaders in the drug group. To supple- 
ment this information, our discussion will now turn 
to comments on some of these concerns within space 
limitations. 

1950 starts the second century of business by 
Charles Pfizer & Company, Inc., a leading producer 
of industrial chemicals, pharmaceuticals, food, bev- 
erages and animal fed. A major expansion in plant 
capacity and research facilities has held the company 
in the frontline as a pioneer in production of anti- 
biotics as well as of fine chemicals. Increased output 
of penicillin and streptomycin last year enabled 
Pfizer to report total volume of $47.5 million, only 
fractionally below the preceding year, despite sharply 
reduced prices for antibiotics. While lower prices and 
higher operating costs reduced 1949 earnings to 
$5.18 a share from $6.35 in 1948, the fact that the 
operating margin showed as 28.8% and the net profit 
margin as 16.4% attests to marked managerial 
efficiency. 

The company anticipates that new products should 
importantly enhance its volume potentials in the cur- 
rent year. In January, as result of prolonged re- 
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acted SEEN ARS aE REE OLE ORM PUNTO TI a) $69.6 $92.5 $39.7 $9.5 $113.3 
i er IE IND 55.2 occ fo chics coed cs sa ccusacunesasppwn ced sasdscametaragceousteee $14.05 $15.11 $14.98 $15.00 $40.30 
Net Current Asset Value Per Share (b) ....................0...0.ccccecceecee eee eeees $9.20 $9.55 $2.58 $7.10 $32.90 
Caras IR RIN 2d 8 ip ic cx; cs oekasedgcos cibaatuastisiuiegcveseeungscese $6.00 $7.55 $8.27 $6.90 $6.80 
ANNU NNN 055 rs cs irs eb vaca wc acac ea eas sceuoevenspeab cub sSeuasopauasabe-cancoyaaet 3.0 3.9 10.4 4.4 3.2 
SLO LCL TS 28.0% 16.1% 17.0% 17.0% 17.8% 
Snventorios, %% OF Carrent ASBOIS........5.....060.s00sscccsscecsescesssssesbeccvecoeens 36.9% 35.4% 32.2% 40.8% 62.7% 
Depreciation, % of Gross Fixed Assets....................00.cccc0cccccesseeeeeeeees 5.1% 5.2% 5.5% 4.8% 5.5% 





(a)—Preferred and Common Stocks are represented by a combined stated valuation of $14,138,464. 


Outstanding no-par preferred 229,085 shares. 








search, synthetic Vitamin A was offered for sale. As 
we go to press, the new Pfizer antibiotic, Terra- 
mycin, is appearing on the market. After many 
months of testing by the medical profession, it is 
claimed that this new drug is effective against even 
virus pneumonia, undulant fever, typhus fever, 
whooping cough and various intestinal infections. 
Additionally, a number of other improved drugs and 
chemicals have reached the production stage. In 
1949, Pfizer more than doubled its expenditures on 
research and by this method should keep abreast in 
its highly competitive field. The reputation and long 
dividend record (dating back to 1901) of the com- 
pany lends considerable investment appeal to its 
shares which yield 4.5% at recent price. 


Sharp & Dohme 


Sharp & Dohme, leading producer of ethical 
drugs and prescription specialties, enjoyed unusual 
prosperity in 1949. Volume increased 10% to $38.9 
million and consolidated net earnings advanced 16% 
to a new peak of $3.95 per share. The company’s 
British subsidiary aided in these gains, as a phenom- 
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earnings allow for a reduction of $320,000 in their 
asset values due to currency devaluations. 
inal growth in sales resulted from the introduction 
of socialized medicine. Sharpe & Dohme operates 
numerous plants throughout the world, and reported 

How the revolutionary discoveries in medicine 
have affected the operations of this drug manufac- 
turer is well shown by its statement that more than 
40% of its 1949 sales were derived from products 
less than five years old. In line with this trend, con- 
tracts have been let for construction of a new re- 
search laboratory to cost $3.8 million. Interim divi- 
dends seem very dependable on a quarterly basis of 
35 cents a share, as they represent only 41% of 1949 
earnings, the balance having been retained for ex- 
pansion requirements. When these needs are satis- 
fied, especially if earnings continue their gradual up- 
trend, the large coverage of dividends by earnings 
suggests more liberal treatment of stockholders even- 
tually. This factor undoubtedly accounts for a rela- 
tively modest yield of 3.1% at recent price of 39 for 
the shares, based on 1949 dividends, or 3.5% if the 
current quarterly rate continues through 1950. 

No better illustration why stockholders place such 
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yzing Position of Individual Drug Companies* 
esson Merck Norwich Park, Pfizer Rexall Sharpe & Squibb Sterling Vick Zonite 
bbins & Co. Pharmacal Davis (Chas.) & Co. Drug Dohme & Sons Drug Chemical Products 
Cre $5.0 $.8 iia a tk $29.4 $.2 $2.9 $14.6 sabes pee 
15.0 a — Sacew, © eee CT (a) $23.4 ee -) was 00s 
76 2,234 796 4,892 1,480 3,467 1,000 1,514 3,829 1,409 825 
45.1 $23.9 $2.8 $14.1 $5.8 $37.9 $14.4 $27.8 $45.7 $3.0 $.7 
0/49 12/31/49 12/31/49 ° 12/31/49 =12/31/49 ~=—-:12/31/49 =: 12/31/49 6/30/49 12/31/49 6/30/49 12/31/49 
56.6 $73.5 $12.2 $86.7 $47.5 $156.3 $38.9 $82.2 $133.0 $42.0 $4.5 
$.7 $2.8 $.1 $.9 $1.9 $2.0 $.4 $1.0 $1.7 $.6 $.04 
$5.6 $5.0 $.8 $6.6 $6.1 $.4 $2.7 $4.8 $8.6 $2.8 $.1 
Ann $12.1 $2.2 wee Ree Nil $8.2 $13.0 $21.0 ees Pe 
ae $.08 aks asia Pee met: ane $.1 $.6 ete liter 
$.6 ree ee ee re $.8 $.9 $.4 Paes “a bere 
$8.2 $6.4 $1.2 $12.4 $7.6 (d) $3.9 $5.9 $12.5 $3.9 $.3 
4.1% 14.3% 18.6% 23.2% 28.8% (d) 18.1% 15.2% 16.7% 17.1% 8.4% 
2.4% 9.4% 10.3 % 14.3% 16.4% Nil 12.2% 8.3% 9.8% 9.3% 7.6% 
10.6% 13.1% 21.3% 22.3% ee 16.8% 16.4% 18.1% 19.7% 11.1% 
$4.90 $2.83 $1.59 $2.54 $5.18 (d)$.36 $3.95 $3.93 $3.31 $2.79 $.42 
41.00 $41.00 $15.00 $39.00 $61.00 $5.00 $39.00 $38.00 $38.00 $23.00 $5.00 
$2.65 $1.80 $.90 $1.40 $2.75 Nil $1.20 $1.25 $2.25 $1.20 $.25 
6.4% 4.4% 6.0% 3.6% en 3.1% 3.3% 5.8% 5.2% 5.0% 
8.3 14.4 9.6 15.3 er 9.8 9.6 11.4 8.2 12.0 
0/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 6/30/49 12/31/49 6/30/49 12/31/49 
11.4 $12.9 $.5 $10.9 $15.8 $14.0 $9.3 $16.9 $15.2 $3.5 $1.0 
63.4 $19.2 $2.0 $25.2 $11.7 $34.2 $10.0 $20.9 $32.6 $11.3 $.7 
26.0 $5.2 $2.2 $11.1 $4.0 $8.2 $5.0 $11.2 $12.4 $2.5 $.6 
00.9 $37.3 $4.8 $49.4 $31.5 $57.5 $26.4 $49.3 $60.3 $17.4 $2.5 
30.7 $8.3 $1.5 $14.7 $10.2 $15.0 $5.7 $15.9 $15.6 $2.3 $.3 
70.2 $29.0 $3.2 $34.7 $21.3 $42.5 $20.7 $33.4 $44.7 $15.1 $2.1 
$8.5 $30.5 $3.1 $20.4 $18.8 $20.1 $7.0 $17.5 $25.1 $5.7 $.8 
13.3 $68.4 $8.2 $70.2 $51.3 $81.4 $34.2 $70.7 $105.8 $27.1 $3.4 
40.30 $16.68 $7.42 $11.35 $23.80 $10.65... $18.00 $15.65 $14.07 $3.80 
32.90 $2.72 $3.00 $7.09 $11.10 oe $4.65 $4.70 $10.75 $2.54 
$6.80 $5.79 $.70 $2.24 $10.65 $4.04 $9.33 $11.20 $3.97 $2.46 $1.30 
3.2 4.4 3.1 3.3 3.0 3.8 4.6 aa 3.8 7.6 7.1 
17.8% 26.1% 16.5% 29.1% 24.6% 21.9% 25.8% 25.4%, 24.5% 27.0% 15.9% 
62.7% 51.4% 42.0% 51.1% 37.2% 59.6% 38.1% 42.3% 54.0% 64.8% 28.4% 
5.5% 7.0% 3.4% 3.1% 6.6% 5.2% 4.3% 3.7% 4.6% 6.0% 2.8% 
(b)—After deducting senior obligations. 
*—Figures adjusted for stock-splits, in these computations minor sums have been disregarded. 
. their | strong confidence in the dividend stability and ducted is shown by an operating margin of 24.1% 
growth potentials of the leading ethical drug manu- in 1949, while net earnings represented 14.8% of 
uction | facturers can be found than by studying the record sales. Abbott Laboratory shares have added attrac- 
erates | of Abbott Laboratories. This manufacturer of fine tion in that they constitute the sole capitalization, 
ported | pharmaceuticals, biological and chemical products with no funded debt or preferred stock outstanding. 
dicine | since 1888 now has branches or subsidiaries in 18 A strong financial status is indicated by a current 
nufac- | U.S. cities and 36 foreign countries. In the space of ratio of three to one (current assets to current lia- 
ethan | ten years, annual sales have risen from $15 million _ bilities). On the whole it is small wonder the shares 
oducts | to $67.5 million and net earnings from $2.2 million sell at a price-earnings ratio of 18.2 and yield no 
1, con- | to about $10 million. Stockholders have received cash more than 3.6%. 
»w re- | dividends regularly since 1926 at least, supplemented 
1 divi- | by several stock dividends, while the shares have Merck & Company 
isis of | been split three times. Even in the last four years, 
f 1949 | total annual distributions to stockholders rose from Among manufacturers of pharmaceuticals, biologi- 
or ex- | about $1.9 million to $6.7 million in 1949. cals and vitamin products, Merck & Company ranks 
satis- Accounting for this outstanding experience has _ near the top. In the last ten years, sales have risen 
1alup- | been the company’s aggressive activity in research, rather consistently from $23.7 million in 1940 to an 
rnings | resulting in the production of 519 new products ina _ all-time peak of $73.5 million in 1949. A drop in 
;even- | decade, including 74 last year. To keep production prices for streptomycin from $1.28 per gram to 48 
1 rela- | abreast of discoveries, Abbott has greatly expanded cents, and for penicillin from 19 cents per 100,000 
39 for | its facilities, installing the most modern equipment units to 12 cents during 1949, reduced net earnings 
if the | to produce on a large scale such items as penicillin, to $2.83 per share from $3.68 in 1948. Now that 
), antibiotics, insulin and streptomycin, to mention only prices seem to be more stable and demand continues 
e such | a small number. How efficiently manufacture is con- at a high level, earnings (Please turn to page 48) 
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- .  » ANOTHER LET-DOWN IN... 


TEXTILES? 


By RICHARD COLSTON 


ark clouds are gathering again on the tex- 
tile industry’s horizon. No one seems to think the 
threatened storm may prove as disturbing as that 
which caught the industry off guard a year ago, but 
preparations are being made for “foul weather.” In 
favor of a more orderly readjustment on the present 
occasion is the fact that signs of trouble have been 
promptly discerned and steps taken to prevent pro- 
duction excesses which undermined profits last year. 

Judged by recent developments, a large section 
of the rayon weaving industry is curtailing opera- 
tions. Major factors have announced shorter work 
weeks; that is, a reduction to five from six days. 
This is not a serious cutback, for except in unusual 
circumstances production on the sixth day of the 
week is not especially profitable because of higher 
labor costs related to overtime rates. If it should 
become necessary for weavers to cut back to four 
days a week, however, profit margins would be 
threatened to a greater extent. 

Well informed observers are hopeful that no fur- 
ther slackening in production of grey goods may 
be necessary. This view is based on the belief that 
inventories in hands of converters, distributors and 
retailers of finished goods are not excessive in rela- 
tion to prospective demand—unless there should be 
an unexpected slump in general business. Moreover, 
the industry is moving into a normal period of re- 
duced operations. Hence, a slackening at this time 
is not unusual. This time of the year is “between 
seasons” in that spring apparel lines are beyond the 
mill stage and it still is too early for fabric buyers 
and retailers to be placing orders for autumn goods. 
In other words, second quarter results scarcely are 
expected to be typical of the rest of the year. 

Retail trends in the next few weeks—especially 
Easter and early spring business—will be closely 
watched by textile manufacturers for indications to 
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to whether the current hesitation is likely to prove 
anything more serious than a normal digestion of 
gains recorded in the last nine months. Generally 
speaking, weaving mills and converters have been 
operating at a relatively high rate ever since last 
July—many on six-day weekly schedules which have 
enabled them to benefit from premium prices on 
spot deliveries. This sort of situation is evidence of 
hand-to-mouth operation among converters and sug- 
gests that inventories have not become unwieldy. 


No Serious Weakness Indicated 


So far as keen observers are able to judge at this 
time, the recent production curtailment is not re- 
garded as evidence of serious weakness. Surveys in- 
dicate that inventories among converters—that is, 
mills which process grey goods and prepare fabrics 
for dress goods manufacturers—as well as at the 
retail level are far from excessive. Department store 
buyers and other outlets have maintained a cautious 
attitude in recent months for fear of adverse effects 
of the prolonged coal strike and other work stop- 
pages caused by shortages of raw material or by 
labor trouble in other industries. Authorities con- 
tend that merchants have been overly cautious and 
that pre-Easter business may suffer more from lack 
of adequate stocks than from customer resistance. 

Decision of weavers to reduce production rather 
than force converters to accept grey goods on firm 
contracts is regarded as an encouraging develop- 
ment. It may avert more serious trouble later. Hence 
deliveries to converters are being delayed for as 
much as a month or six weeks. While this policy is 
destined to cut back sales for the second quarter to 
a lower level than had been anticipated and may 
temporarily harm earnings, third quarter business 
— if the lull proves only temporary, is likely to 
show up better than it would have been, had weavers 
insisted on holding converters to their contracts. 
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Another reassuring factor at present is the fact 
that weakness is less apparent in cotton goods than 
in rayon. This situation contrasts with that of early 
last year, when overproduction became evident first 
in cotton. The brighter outlook for cotton goods is 
attributable to the fact that raw materials have 
been relatively abundant and that lower prices for 
finished goods as a result of last year’s slump created 
an unexpectedly good demand. Customer preference 
for cotton dresses and similar apparel that had 
shifted to rayon and nylon apparently is being re- 
captured by attractive pricing. In addition, cotton 
prices seem to have stabilized slightly above the 
Government loan figure. This suggests that raw 
material costs have declined as far as economically 
possible and that fibre costs are more likely to rise 
than to fall. Consumers of grey goods and of finished 
products are more willing to accept consignments 
under such circumstances, for they are less con- 
cerned over possibility of inventory losses. 


Woolen and Worsted Lines 


Somewhat similar, although less satisfactory, con- 
ditions prevail in woolen and worsted lines. Retail 
sales have been unsatisfactory, especially in men’s 
wear. While much of the trouble in this respect has 
been the responsibility of distributors rather than 
goods producers, nevertheless signs of inventory ex- 
cesses at the retail level and of consequent price- 
cutting tend to cloud the outlook for producers. This 
especially is true at present when all signs point 
toward higher wool costs for the autumn. Mills are 
encountering a reluctance on the part of cutters and 
clothing manufacturers to place orders for fall de- 
livery, while their retail customers are evidencing 
distress in disposing of spring lines. So far as goods 
producers are concerned, however, operations this 
year promise to be more satisfactory than in 1949, 
when substantial losses were absorbed on goods 
produced in the first half of the year. 

In men’s wear a trend toward lightweight suits 
has been observed in recent years, and this has 
tended to increase sales of tropicals and similar 
summer apparel at the expense of the more profit- 
able regular suitings. Moreover, unusually mild win- 
ters for the last two years have had an adverse 
effect on sales of overcoats. Consequently, it is 
feared that retailers may place orders more cau- 
tiously for winter apparel when the buying season 
opens shortly. In any event, clothing manufacturers 
are inclined to pursue a cautious policy. This situa- 
tion presents problems for marginal mills, but tends 
to strengthen the competitive position of efficient 
and flexible producers. Hence from the investor’s 
standpoint, it has become increasingly important to 
be discriminating. 


Need for Discrimination 


Necessity for distinguishing between strong, effi- 
cient manufacturers on the one hand and marginal 
concerns on the other is vital in all branches of tex- 
tile manufacturing—as it is, of course, in other in- 
dustries. A divergence in costs has become more 
pronounced than ever in the last few years while 
wages have been rising. Unionization of industry 
has weakened the competitive position of small mills 
which previously had enjoyed distinct advantages 
in production costs by reason of lower-than-average 
wage rates. Moreover, the large mills have ploughed 
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back part of substantial war-time earnings intd la- 
bor-saving machinery with the result that costs have 
been kept under control despite sharp increases in 
wage rates. 

Labor union success in gaining wage increases 
comparable on a cents-an-hour basis with settle- 
ments in other industries has resulted in exception- 
ally large percentage boosts for textile workers. This 
is due to the fact that before the war, wage scales 
in textiles were abnormally low. A recent Labor De- 
partment compilation, for example, points out that 
in an analysis of thirteen occupations the greatest 
percentage increase was obtained by textile work- 
ers—namely, 57 per cent higher in 1949 than in 
1939, even after adjustments to take into account 
reduced purchasing power of the dollar. The survey 
discloses that in textiles, average weekly income in 
1939 was $16.84, whereas in 1949 the average tex- 
tile worker had boosted his weekly income to $44.71. 
Adjusted for depreciation of purchasing power in 
the ten years, this 1949 pay envelope was equivalent 
to $26.42 a week. 

That the worker’s lot is so much improved as com- 
pared with conditions before the war appears to be 
a favorable factor now. Textile unions have shown 
a surprising willingness to renew contracts without 
raising wage rates. Settlements have been made on 
basis of minor “fringe’”’ concessions in the matter of 
vacations and night work. While demands for pen- 
sion programs may impose higher manufacturing 
costs, industry observers are hopeful that actual 
labor costs may not rise as fast in the coming year 
as for other major industries. If this prospect ma- 
terializes, textile producers may gain an advantage 
which would tend to counteract adverse effects of 
curtailed production. In other words, manufacturers 
might not be compelled to raise selling prices, 
whereas this reassuring prospect is less evident 
elsewhere. 


Longer Range Factors 


Thus far this discussion has centered chiefly on 
immediate prospects for textiles and little allowance 
has been made for longer range influences. Such 
factors-as growth in population and in purchasing 
power cannot be ignored, however, especially in an 
industry whose products are so intimately identified 
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Comprehensive Statistics Analyzing 











Finures are in million dollars, except where American American Sidney Burlington C Cel Dup! 
otherwise stated. Viscose Woolen Blumenthal Mills Mills Corp. Corp. 
CAPITALIZATION: 

Long Term Debt (Stated Value).................:::::ccceceeees  eeeeneee ~ ae Pera ~ | ner ree $80.1 $5.6 
Preferred Stocks ‘(Stated Value)..................::::::cceeseeeeees $22.3 | a ree ~~ lll eo $55.2 $.2 
Common Shares (000 omitted)...................-:...:::eeeeeeeee 2,039 969 359 3,980 2,074 5,514 904 
RPE I DIMMMEENMUNION oneness scscncssssogesona0ascncreseccvosacensesoune $51.0 $50.7 $4.8 $68.0 $51.8 $137.5 $8.0 
INCOME ACCOUNT, for Fiscal Year sities N cctdabccseSepsseeane 12/31/49 12/31/49 12/31/49 10/1/49 12/31/49 12/31/49 5/31/49 
PM NMMRINIR 55 oars CE Oot Veer ce te ay cock peice us eebsisncnas asses sbsieseneseoan $194.6 $132.1 $15.7 $263.4 $135.0 $171.2 $43.2 
Depreciation, Amortization, eC................cccccccccecceeceeeeeeee  teeeeees $1.9 $.3 1h $10.7 $1.2 
MMB foe rece sesicnecn cul nacawe sh ex shi sre aicsassahu conseabaabaseeapenscatenenesbubes $13.4 ees. $14.8 $6.1 $13.0 $2.0 
Sine TUN ean DbaatsE iar NDRNOR 38205 52st esis. cena seteetn  Geabeons Bees pssst OO Meeps Raeceeds $36.1 $5.4 
Interest (Bonds and Long Term Debf)......................0000..00 seseeeee ee LP “eee Savane $2.3 $.2 
Preferred Dividend Requirements........................ ; $1.1 SE) aa SEO Skeesns $3.0 $.01 
1 SEE ELE TROP OES EE ET $20.2 $2.1 (d) $18.2 $8.9 $20.6 $3.0 
CPR IRREEN PIIRNRNUIN 5.5).5350 005 0nencsesctssccbererasssouvetessstevenesenscsnsess 16.7% 1.0% (d) 13.9% 15.4% 20.5% 11.9% 
Se MI OIA ns cssscsnncesecesvssccsnensevsseverucvossevynensoees 10.3%  (e)1.6% (d) 6.9% 6.6% 12.0% 6.9% 
Percent Earned on Invested Capital........................::06000 10.5% 2.5% Nil 14.4% 17.2% 13.3% 19.6% 
Earned Per Common Share. ..................::ccc:cceseeeeesceeceeeees $9.32 $1.18  (d)$.40 $4.31 $4.10 $3.19 $3.34 
Cee PTIDS OE TOIIMIOM, «oo. 55.65 cssseco.csesceonectsscceesccceeetees. $65.00 $22.00 $8.00 $18.00 $45.00 $30.00 $11.00 
NINN oooh cng ctennexocest seh cconsnssu'ecesboasusboensanveosbeseusteeven $4.00 $3.50 $.60 $1.50 $3.75 $2.40 (b)$.50 
PSN RIIIN 5 5 s5s2sacus'ses vennaehy se censecenscksieseoas aesbaasesee antes 6.1% 16.0% 7.5% 8.3% 8.3% 8.0% 4.5% 
PHICO=EGTMINGS ROMO ..............0.05.000s.0sccecrsccessesconsssonrscossoass 6.9 oe ree 4.1 11.0 9.4 3.2 
3 mos. 6 mos. 

Oo | SER CRERR See aR ee ty cto Mey hone ere y ee eats aca eV 1 | ee ree 11/30/49 
NN yt eth OSE 8 i oe ti aL A eG A ae aa Se oe ee Me esgsstze! |) \Vaapesans $18.4 
eran MRNA UD 80 562555) <8. ons. Fy seemed nd enna cnt ncnsereneneee! Mee OF” ypseeene |) Gaseseess (5) 5, |, A (f)8.4% 
NSE Baad Re oe PEED oe Oe eR ree re ne er eee EE re es siaeees oo asyeeecs $.9 
ee Narn NNN 5855 255s 0 nS og Reapesneese Ses gk ET 8 eee ree asesisess © eceee-s 5.2% 
Earned Per Common Share.......................0::::::0000 AiR, Oe Metsttosast hell wahusays SSUROS) fisthevees, 9° aanseeses $1.03 
een c ne OS TE RET 12/31/49 12/31/49 12/31/49 10/1/49 12/31/49 12/31/49 11/30/49 
Cash Assets or Equivalent. $71.0 $7.7 $.8 $51.3 $45.5 $45.2 $5.0 
aM ISIS SRI 1550 oo asco Kc ce ps ooo os oboe ssh Sooo saeb naa psadecbussuseresss cos $28.1 $43.2 $3.3 $35.1 $28.9 $20.5 $5.0 
Receivables, Net ................ N.A. $22.3 $1.2 $32.2 $15.4 $16.7 $3.1 
RiemMM MAIN Sg oo 5205250 oi oa snk on sus eed ey aneeessaa ba an iestnesecenesbeen $118.1 $73.6 $5.4 $119.3 $90.0 $85.9 $13.2 
Current Liabilities ............. ; $30.8 $16.1 $1.2 $23.8 $14.7 $16.5 $3.4 
Mot Current ASSOIS: .........000600..0.s-scserssssceceeesene sesdscounsecsanese” EE CO $57.5 $4.2 $95.5 $75.3 $69.4 $9.8 
ee AINSI, 5.555 cs ssks cocovnssnscknepccescorssososensessapensenesspene N.A $30.4 $4.2 $61.2 $18.5 $153.2 $10.7 
ane T NUNS sic ss cos vce ance b uage te ab peepee den tas a spbatssWepmaroesinsvenseaes $222.3 $105.7 $9.8 $185.7 $109.3 $254.8 $24.5 
Book Value Per Share....................... $82.88 $71.47 $23.83 $24.34 $45.45 $18.58 $16.71 
Net Current Asset Value Per Share (a) $31.87 $59.34 $11.71 $7.65 SA638 | cu $4.72 
Cash Asset Value Per Share............... $34.70 $7.94 $2.41 $12.90 $22.00 $8.22 $5.40 
OR EE EER ORT Cee ot eee ee een ee ay ey eee ee 3.8 4.5 4.5 5.0 6.1 5.2 4.0 
Inventories, % of Sales.................ccc0008- sassriersanciesnenriseg OMG SEG S2t0% 13.3% 21.4% 12.0% 11.6% 
Inventories, OAT CNESOUS «20 isecsse5.0si- cess Baesscces 23.8% 58.7% 61.4% 28.9%, 30.2% 23.9% 38.0% 

AR 3.4% 3.4% re 4.8%, 7.3% 


Depreciation, % of Gross" Fixed Assets.. RT Re ETN 


(N.A.) —Not available. 
(a)—After deducting prior obligations. 








(b)—Plus stock. 
Gini icouabinan Mills name changed to Robbins ened Inc. 








with one of the most important human wants, name- 
ly, clothing. Expenditures on apparel tend to follow 
closely the ups and downs of national disposable 
income. In good times, the proportion of the family 
budget allotted to wearables expands a trifle and in 
periods of unemployment, funds spent on clothing 
tend to shrink a bit. But year in and year out, the 
average fits fairly closely to between three and four 
per cent of national income. 

With disposable income approximating $200 bil- 
lion annually, normal purchases of apparel might 
be expected to approximate $7 billion. This is a sub- 
stantial sum and seems more likely to increase than 
to diminish. As a matter of fact, because families in 
so-called lower income brackets have experienced 
greatest improvement in earning power, their ex- 
penditures for apparel have tended to show dispro- 
portionate gains. 

Not only has the market for textiles enlarged on 


a dollar basis — due partly to price increases — but 
in actual physical volume, consumption has grown 
in proportion to an exceptionally sharp rise in popu- 
lation. Improvement in living standards has found 
reflection in larger average expenditures on clothing. 
-Economists lean to the view that if food costs should 
decline, it would be logical to look for a larger share 
of disposable income to be devoted to wearing 
apparel. 
Important Internal Changes 


Another factor having a bearing on the industry’s 
longer term prospects that must be considered in 
appraising securities is the fact that a sizeable pro- 
portion of its productive facilities has fallen into 
strong hands in the last decade. Large wartime 
profits were utilized by many concerns to enlarge 
plants and to acquire additional units. In some in- 
stances producers of raw materials expanded opera- 
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Position of Individual Textile Companies 











Goodall- Industrial Lowenstein Pacific Pepperell Reeves Robbins KE United Wyandotte 
Sanford Rayon & Sons Mills Mfg. Rayonier Bros. Mills (c) Stevens Textron Mer.&Mfg. Worsted 
Sestepen” «|» wgatancen. Ulm Stenscenasl ©. Sllecudseee. pe Aecedenis $14.0 eiteases $1.4 deaubens $1.8 $10.0 
Cy ee Cage Mec? | «ety, Pee” soe, Mo!) (ieee a 
555 1,594 1,027 915 486 993 1,137 834 3,460 1,132 4,280 600 
$9.6 $1.6 $8.0 $22.7 $9.7 $30.6 $.6 $18.0 $51.9 $12.3 $14.2 $3.0 
6/30/49 12/31/49 12/31/49 12/31/49 6/30/49 12/31/49 6/30/49 11/30/49 10/31/49 12/31/49 6/30/49 11/30/49 
$44.8 $49.6 $102.9 $98.8 $65.3 $48.7 $61.4 $35.1 $277.5 $67.9 $216.8 $18.4 
$.5 $1.5 $1.1 $1.5 $.7 $3.0 $.5 $.9 $3.9 N.A. $2.6 $.2 
$.8 $5.8 $3.4 $2.5 $.9 $3.3 $3.1 $2.2 $11.6 (e)$1.0 $5.4 $1.0 
ee CEN OE eet OLENA. ae $10.1 pee $6.0 ne N.A. $17.3 re 
Scxeucae eases «(eves 60 (té‘“C | C Lmede $.4 aeisacad $.04 aacaedan N.A. $.6 scsdanes 
Soh isakeade CS er ee : ee aS) cee Dl en N.A. icaiin  *datadans 
$1.2 $9.5 $4.7 $3.8 $5.4 $5.9 $4.6 $3.7 $17.7 (d) $11.4 $1.7 
4.6% 30.0% 7.8% 6.7% 11.3% 20.8% 14.1% 16.6% 10.6% (d) 7.8% 13.6% 
2.7% 19.2% 4.6% 3.8% 8.4% 12.2% 7.6% 10.6% 6.4%, (d) 5.2% 9.4% 
4.8% 18.3% 8.8% 6.2% 14.4% 13.5% 18.8% 14.1% 13.1% Nil 12.9% 20.0% 
$1.88 $6.01 $4.33 $4.16 $11.30 $4.75 $4.11 $4.47 $5.14 (d)$1.80 $2.67 $2.90 
$13.00 $44.00 $23.00 $30.00 $55.00 $28.00 $13.00 $19.00 $31.00 $10.00 $12.00 $11.00 
$1.37 (b)$3.00 $2.00 $3.50 $3.75 $2.00 $1.50 $1.00 $2.75 $1.00 $1.00 $1.50 
10.5% 6.8% 8.7% 11.6% 6.8 % 7.1% 11.5% 5.2% 8.8% 10.0% 8.3% 13.6% 
6.8 7.3 5.3 7.2 4.8 5.8 3.1 4.2 6.0 wexeuays 4.5 3.7 
6 mos. 6 mos. 3 mos. 3 mos. 6 mos. 
WE ec | Gee | | eee cee eee 12/31/49 2/28/50 1/28/50 ........ 12/31/49 
Sy lle ree ee $26.0 $10.7 ers $123.4 N.A, 
(1c) ee a de ee (£)12.2% (f)20.7% (f)11.6% .... N.A. N.A. 
er ee ee $1.9 $1.3 7. $5.5 N.A. 
ee Wet | haku 7.4% 12.5 ee 4.44, NLA. 
EON cece 4 eth ee ee A) eae hai $1.69 $1.62 $1.42... $1.29 N.A. 
6/30/49 12/31/49 12/31/49 12/31/49 6/30/49 12/31/49 6/30/49 11/30/49 10/31/49 7/2/49 6/30/49 11/30/49 
$2.2 $30.0 $7.3 $5.6 $13.9 $7.2 $3.8 $4.7 $24.5 $8.1 $9.4 $2.6 
$12.2 $6.9 $20.0 $26.4 $10.9 $7.6 $9.5 $6.3 $45.1 $14.7 $35.3 $2.5 
$3.9 $5.1 $10.8 $10.8 $4.4 $5.6 $3.5 $4.6 $31.1 $4.2 $29.1 $1.5 
$18.5 $42.2 $38.2 $42.9 $29.3 $20.6 $20.6 $15.7 $100.8 $29.6 $76.7 $6.9 
$2.9 $8.8 $4.2 $9.3 $6.3 $6.5 $5.9 $5.2 $29.7 $7.9 $32.0 $.8 
$15.6 $33.4 $34.0 $33.6 $23.0 $14.1 $14.7 $10.5 $71.1 $21.7 $44.7 $6.1 
$8.6 $17.9 $19.3 $29.1 $15.3 $42.3 $9.7 $16.9 $63.4 $13.6 $38.7 $2.5 
$27.8 $61.4 $59.2 $72.7 $45.3 $64.7 $31.0 $33.0 $166.6 $46.4 $120.2 $9.5 
$37.30 $32.72 $45.41 $69.10 $78.12 $28.46 $21.75 $31.57 $39.42 $20.00 $17.45 $14.47 
$20.65 $21.00 $26.18 $36.72 7 | $12.90 $10.90 $20.52 $8.73 $7.37 $10.19 
$4.02 $18.82 $7.14 $6.24 $28.65 $7.37 $3.39 $5.68 $7.10 $7.17 $2.19 $4.47 
6.0 4.8 9.1 4.6 4.6 3.1 3.4 3.0 3.4 3.7 2.4 8.6 
27.2% 14.0% 19.4% 25.8% 16.7% 15.7% 15.6% 18.1% 16.2% 21.6% 16.3% 13.8% 
65.8% 16.4% 52.0% 60.0% 37.4% 37.1% 46.4% 40.5% 44.7% 49.7% 46.1% 36.6% 
3.3% 3.1% 4.6%, 2.9% 3.2% 4.7% 3.3% 4.1% 3.8% 4.5% 3.5% 
(d) —Deficit. (f) —Pre-tax margin. 


(e)—After tax adjustment credit. 








tions by adding converting plants and apparel man- 
ufacturing concerns. A few even opened wholesale 
and retail distributing organizations. 

As a consequence, there are fewer marginal mills 
in the business and textile labor generally has been 
organized by leading unions. Hence, because labor 
rates are more nearly uniform throughout the in- 
dustry, there is less threat of price cutting on the 
part of a few large low-cost producers. This is a 
stabilizing factor in that it minimizes the possibility 
of undermining profits. With principal producers 
prepared to cut back output when supplies begin to 
accumulate, chances of serious overproduction are 
lessened. 

The manner in which a temporary period of ex- 
cess output was corrected last year illustrates how 
quickly unfavorable conditions can be corrected. 
Cotton consumption declined in April last year to 
below 600,000 bales from almost 900,000 in March 
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1948, for a drop of about 30 per cent, and rayon 
filament deliveries slumped proportionately from the 
spring peak of 1948 to last summer’s low point. In 
cotton goods, output for 1949 declined 10 per cent 
from 60 to 54 linear yards per capita. As a result of 
sharp curtailment of output while consumption was 
being rather well maintained, inventories were 
quickly removed. 


1949 Earnings Decline 


Earnings recorded wide declines from abnormally 
lush figures of 1948, as may be observed by refer- 
ence to the comprehensive tabulation presented with 
this discussion. A breakdown of earnings state- 
ments shows that inventory markdowns in the first 
half accounted in large part for the disappointing 
showing. Results in the second half were reasonably 
satisfactory. Assuming that raw materials costs re- 
main stable this year — (Please turn to page 48) 
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it now seems certain that Congress 
will approve a budget that will 
assure a stable aircraft procurement 
program this year and in 1951. 





Photo by North American Aviation 


New Potentials in AIRCRAFTS 


By WARREN BEECHER 


*. 1949 annual reports of leading aircraft 
manufacturers reflect decidedly improved conditions 
in that volatile industry. For the second time since 
Pearl Harbor, the group has reverted from its nor- 
mal status as a producer of commercial air trans- 
port to major reliance on large scale output of mili- 
tary equipment. With recognition of the predomi- 
nant importance of the industry in the defense pro- 
gram huge sums appropriated by Congress have led 
to Federal order placements that promise high level 
activity by the better situated firms throughout 1950 
and probably for another year or so beyond. 

From an industry standpoint, this turn of affairs 
has been timely and welcome. Despite the fabulous 
conquest of the air for peacetime purposes, earlier 
estimates of postwar demand for private planes 
were grossly exaggerated, and the needs of commer- 
cial airlines have become increasingly satisfied, for 
a while at least. By 1947-48, heavy development 
costs and shrinking demand placed the industry with 
its back against the wall, what with sharply cur- 
tailed earnings and even red ink among some lead- 
ing concerns. But marked recovery last year was 
quite general, frequently attended by substantial 
sales and earnings gains, while sizeable backlog 
orders at the end of 1949 lend confidence in well 
sustained operations in the current year. However, 
the experience and potentials of the leading concerns 
vary widely, due to high specialization and the na- 
ture of the business. 

A factor that enhances the outlook for the indus- 
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try in no small degree is that Washington for the 
first time has embarked on a farsighted program to 
overcome many of the operating handicaps from 
which the aircraft manufacturers seriously suffered. 
The relatively slow turnover characteristic of the 
industry, combined with frequent changes in design 
and excessive development costs, made the employ- 
ment of mass production methods exceedingly diffi- 
cult prior to last year. 

Under current conditions, manufacturers can 
plan their schedules for a year or more ahead, en- 
abling them to count on a smooth flow through their 
facilities that promotes more economical operations. 
Suppliers of parts have been surveyed and allotted 
contracts that further tend to stabilize production, 
not alone under the present speed-up but with an 
eye to immediate expansion in the event of war. 

Increased Government stockpiling of many essen- 
tial materials also should ease any shortages, there- 
by avoiding any interruption of operations. And 
more generous allowances have been made to com- 
pensate for basically expensive engineering and re- 
search costs. 


Business Subject to Renegotiation 


While military business still continues subject to 
renegotiation and no aircraft manufacturer will be 
allowed to profit unduly from Federal contracts, 
Washington has come to recognize that desirable 
margins must be maintained in order to assure 
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reasonable prosperity for the leading units. Despite 
this indication of improved liberality, though, the 
huge amounts involved and the flexibility of defini- 
tions in establishing allowable costs tend to create 
considerable uncertainty over the final determina- 
tion of net earnings. In other words, neither com- 
pany officials nor investors can confidentially count 
on the exactitude of reported interim earnings pend- 
ing renegotiation of contracts. 

Before appraising potentials of the industry for 
1950 in more detail, it is essential to gain some 
understanding of its experience in 1949. For secu- 
rity reasons, the Government now measures the 
military performance of the group largely in terms 
of airframe pounds, although thus far this does not 
seem to have precluded availability of statistics 
couched in terms of complete units of various 
description. Last year approximately 28 million 
airframe pounds of military planes involving about 
2600 units, were produced. This compares with 
about 25.1 million pounds and 2300 aircraft in the 
previous year. 

Additionally, the industry delivered a smaller 
number of civilian planes in 1949 than in 1948, 165 
civil transports contrasting with 263, and 3400 per- 
sonal planes comparing with 7039 the year before. 
On a basis of airframe pounds, the comparison 
would be around 6.5 million pounds versus 10 mil- 
lion pounds. Regardless of the decline in civilian 
business, however, deliveries on military contracts 
were more than an offset, lifting the total value of 
planes, engines and propellers to an estimated $1.7 


billion in 1949 from $1.45 billion the year before. 

As regards 1950, it now seems fairly certain that 
Congress will approve a budget that will assure a 
stable aircraft procurement program this year and 
in 1951 as well. New contracts involving about $2 
billion in fiscal 1951 should be placed for about 1383 
Air Force planes and for 769 Navy planes. These 
estimates, however, fail to clarify delivery poten- 
tials in the current year or in 1951. 


1950 Sales Prospects 


Because of authorizations made in previous years, 
it is expected that manufacturers will bill 2789 
planes to the Government in fiscal 1950 and at least 
2317 in fiscal 1951. Beyond much doubt the figure 
for the latter will be raised when decisions on new 
order placements are reached in near term months. 
Over-all military sales by the industry in the cur- 
rent year should involve about three million more 
airframe pounds than in 1949, with consequent bene- 
fit to dollar volume and prospective earnings of the 
industry. 

Of significance in appraising the outlook for pro- 
duction of civilian planes is the fact that unfilled 
orders for transports towards the end of 1949 
shrank to 84 compared with 161 about a year 
earlier. Although the financial resources of the air- 
lines have improved and many of their planes in use 
have become outmoded, it looks as if orders for new 
equipment will be relatively limited in the current 
year. Total production of civilian transports, accord- 































































































Statistical Data on Aircraft Companies 
Order —Net Sales— Operating Margin Div. Price- 
Backlog* 1949 1948 1949 1948 —Net Per Share— Div. Yieldt Earnings Recent 
-($ millions) % Te 1949 1948 1949 ¥ Ratiot Price 
Beech Aircraft $11.6 $20.5b $24.1 7.0% 15.2% $1.54 $3.69 $1.00qa 11.7% 5.5 8! 
Bell Aircraft... 11.8 15.3 N.A. d 47 80d 1.00 7.3 28.9 135% 
Boeing Airplane een 428.9 287.0¢ 127.3¢ NA. 8.1 4.08 1.59 2.00 7.2 6.7 27/2 _ 
Cessna Aircraft ... eee 12.7b 14.2 35 6.6 43 PY oy oy 5 6.0 9.8 4\/, 
Consolidated Vultee Aircraft... 207.0 197.0 112.3 1.7 d 1.60 5.16d Nil 8.4 131) 
Curtiss-Wright 132.7 128.5 111.7 2.0 7.1 12 46 1.00 11.7 70.8 8!) 
Douglas Aircraft... 275.5 117.4 118.5 9.1 9.9 9.19 9.71 9.25 11.8 8.4 78 
Fairchild Camera & Instrument........ 12.0 6.6 N.A. .09 43 35 1.2 29'/, 
Fairchild Engine & Airplane... 80.1 48.1 30.7 N.A. 6.0 .68 52 35 6.1 7.1 5% 
Grumman Aircraft Engineering 135.3 59.9 ¢ 41.0 N.A. 11.0 3.19 2.39 2.00 8.9 7.0 22! 
EEMING) AURCN UNO cane ees 2.0 9 N.A. d : 26d 25 4.4 nee 5%, 
Lockheed Aircraft .................... . 429.7 117.6 125.6 4.9 6.0 5.10 5.80 2.00 7.4 5.2 27 
iol CLC | 52.0 72.6 9.0 d 2.50 f 14.73 d Nil 5.9 14% 
North American Aviation................. 228.0 124.1 b 94.1 9.2 10.8 2:13 1.97 1.25 9.8 6.0 12%, 
PeOniiroiy VNIRGIONE es 65.8 28.29 26.9 4.3 3.4 8.52 d 1.16 Nil ; 7, 
LC | ee = N.A. 3.6 N.A. 29 def. E 82d Nil 1% 
Republic Aviation 0c 36.9 47.7 49.8 N.A. 5.6 .87 2.19 Nil 12.6 7% 
Ryan Aeronautical cece seen 15.0 7.9 4.4 Um. 91 91 10 1.7 6.3 5), 
Solar Aircraft 10.8 N.A. 14.4h NA, 12.6 2.50 E 2.50h 70 4.7 5.9 14%, 
United Aircraft. GEO N.A. 208.2 N.A. 6.8 3.00E 3.06 2.00 7.3 9.0 27 
Wright Aeronautical 0... 59.8 N.A. 49.7 N.A. 4.50 2.16 2.53 5.00 6.0 38.6 83!/ 
N.A.—Not available. (d)—Deficit. 
t—Based on 1949 actual or estimated earnings. (E)—Estimated. 
t—Based on 1949 dividends. (f)—Before special adjustments, net income amounted to $4.52 
(a)—Plus stock. per share. 
(b)—Year ended September 30, 1949. (g)—Year ended July 31, 1949. 
(c) —1949 sales includes other income. (h)—Year ended April 30, 1949. 
*—Latest available figures. 
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ingly, will likely continue through 1950 at close to 
the reduced 1949 rate. With a view towards stabiliz- 
ing the industry over the longer term, Congress is 
studying potentials for building a fleet of commer- 
cial transports that in case of emergency could be 
taken over for military purposes, but thus far such 
proposals have not met the approval of Government 
authorities. 


Disappointing Trend in Sale of Personal Planes 


The progressive decline in sales of personal 
planes from a peak of 34,407 in 1946 to only 3400 
last year has created a serious problem for manu- 
facturers specializing in their. production. About the 
most encouraging element in the outlook is that the 
1949 experience was probably the low mark and 
that the current year should bring some improve- 
ment. Factors supporting relative optimism are that 
business firms have learned the convenience of fly- 
ing their own planes, that the Veterans Adminisira- 
tion has eased restrictions on G.I. training pro- 
grams, and the Civil Aeronautics Board has ap- 
proved the use of single engine planes for feeder 
use. Finally, the fact that about 90,000 private 
planes are now in use suggests an increasing de- 
mand for replacements, although any uptrend may 
be quite moderate. Revenues from sales of parts, on 
the other hand, will likely expand more satisfac- 
torily. 

But by and large, the aircraft industry is in more 
of a transitional state than ever before. The develop- 
ment of jet engines, turbine propeller engines, 
guided missles, and the race towards stratospheric 
flying, has greatly altered and complicated the oper- 
ations of the leading manufacturers and intensified 
their research activities. With almost complete em- 
phasis on military production, however, output of 
all concerns in the field, from parts to airframe 
manufacturers, has been co-ordinated in a manner 
that strengthens the operating potentials of all 
units. For a time at least, heavy losses incurred by 
several prominent companies in developing civil 
transports have become a thing of the past, im- 
proving the outlook for 1950 earnings. 

The appended statistical table, listing 21 com- 
panies, shows how broadly the experience of various 
firms varied in 1949, while indicated backlog orders 
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provide clues to expectancies in the current year, 
wherever these figures are available. The funda- 
mentals and potentials of most aircraft differ so 
widely that for proper understanding, some discus- 
sion is essential to supplement study of the statistics 
we present. Hence we will comment briefly on a few 
of the more interesting situations. 

Douglas Aircraft Company, one of the strongest 
and most successful in the group, reported sales of 
$117.4 million for the fiscal year ended November 
30, 1949, versus $118.5 million in 1948. An increase 
of nearly $3 million in development expenses nar- 
rowed margins somewhat, so that net earnings last 
year slightly receded to $9.17 per share from $9.71 
the year before. Backlog orders at the fiscal year- 
end rose to $275.5 million, 42 million more than a 
year earlier, and assure the company of capacity 
operations through 1951. 

How substantially increased military production 
offset reduced output of civilian equipment is shown 
by a $32 million gain in the former and a $33 mil- 
lion drop in the latter. Parts sales of $19 million in 
1949, while obviously substantial, were lower by $7 
million compared with 1948, largely due to the end 
of the Berlin Airlift. Douglas Aircraft has bene- 
fitted from the popularity of its DC-6 transport 
planes, of which the number delivered or now on 
order totals 185. The company’s balance sheet dis- 
closes current assets of $80.9 million, including cash 
of $16 million, compared with current liabilities of 
$23.1 million. Such a strong financial position en- 
abled Douglas Aircraft to pay liberal dividends of 
$9.25 a share last year, and the bright outlook for 
1950 suggests that interim payments and extras 
may total about the same in 1950. 


Consolidated Vultee 


Consolidated Vultee Aircraft Corporation pleased 
its shareholders in fiscal 1949 by operating profit- 
ably for the first time since 1945. Net earnings of 
$3.7 million or $1.60 per share last year contrasted 
sharply with a loss of $11.9 million or $5.16 a share 
in 1948. Had a change in accounting methods to be 
adopted in 1950 been in effect last year, net earn- 
ings would have been substantially higher. 1949 
sales of $197 million included $167 million for the 
Air Force, $6 million for the Navy and $24 million 
for commercial customers. Backlog orders on No- 
vember 30 amounted to $207 million, of which all 
but $1 million represented Government business. 

While production of B-36s will continue to pre- 
dominate in the current year, the company is active 
under Air Force and Navy contracts in developing 
two large flying boats powered with turbine pro- 
peller engines, besides a new jet fighter of radical 
wing design, the F-92A. Convair also is busy on 
production of parts and major assemblies for the 
Boeing B-50 bomber under a subcontract, and is 
active in the development of guided missiles. Virtu- 
ally assured of high level volume for two years 
ahead, the earnings of Consolidated Vultee should 
continue to be fairly satisfactory, though gains will 
be limited by tight Government pricing policies. It 
is possible that during the current year a small 
dividend may be paid. An encouraging factor in 
1950 as to earnings is that no less than $8 million 
losses carried forward from prior years can be 
applied to reduce taxes. 


Credit must be given (Please turn to page 47) 
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Political and Economic News 


AROUND THE 
... WORLD... 


By JOHN LYONS 


* * * 
— GOLD PRICE TUMBLES IN FREE 
MARKETS 


Ss} he price of gold in free (premium) mar- 
kets was declining during most of 1949; about two 
weeks ago another sharp dip took place which car- 
ried the price of gold bullion in Europe’s largest 
free market, Paris, to the equivalent of about $41 
per ounce. Manila quoted gold bars at about the 
same time at $42 per ounce. In Hongkong and 
Beyrouth, the price was off to $39, and in Tangier, 
the sharpest and one of the best supplied markets, 
gold went down to the equivalent of about $38 per 
ounce with not much room to spare for a further fall. 

On the other hand, the Alexandria market still 
sold gold bars at the equivalent of about $52 per 
ounce, and the price in Bombay was near $60. The 
prices for gold sovereigns and gold eagles were from 
5 to 15 per cent higher. From Paris it was reported 
that, owing to the drop, speculators were having 
some difficulty in carrying gold on credit—a situa- 
tion that was true recently also in Macao near Hong- 
kong, once a heavy seller of gold to the Chinese. 

As usual the drop in the price of gold has in- 
spired another wave of rumors and speculations— 
some realistic and some more or less fantastic. Some 
people seem to think that the flight from gold is on, 
and that some $5 to $8 billion worth of hoarded 
gold (about half of that amount is estimated to be 
hoarded in Western Europe alone) is about to be 
thrown on the market. 

According to other reports, the Russians are about 
to dispose of some $300 million worth of gold in 
free markets in order to get dollars. And mention 
of Russian gold almost automatically raises the 
question: How much gold do the Russians have? as 
if anybody besides the members of the Politbureau 
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really knew! The “guesstimates” known to this 
writer range from $2.5 to $17 billion. 

Actually the drop in the price of gold in premium 
markets can be explained quite simply and pro- 
saically. There is more gold being offered in free 
markets than the present demand can absorb. In the 
estimate of the International Monetary Fund, about 
6 million ounces of gold (worth about $200 million), 
representing about one-fourth of the world output 
of gold outside of the Communist-dominated areas, 
disappeared in 1949. Some of this gold hailed from 
South Africa, which has been disposing of about 
100,000 ounces a month in free markets; more came 
from the Philippines, Mexico, Colombia, Ecuador, 
Chile, and Brazil—and since the beginning of 1949 
also from the French African colonies and the Bel- 
gian Congo—which now allow their respective pro- 
ducers to dispose of all or a part of the new gold 
production in premium markets. 

Thus despite the Monetary Fund’s threats and 
protests, the stream of newly mined gold coming 
into the free markets has been swelling. But this is 
not all. Some of the older hoarded metal is also be- 
ginning to reappear. 

The wealthy Chinese who were heavy buyers of 
gold less than half a year ago, are as refugees now 
drawing on their “gold savings” to pay their way. 
French farmers have been reported to be selling 
their gold to get new tractors and other farm equip- 
ment. And in India, the Reserve Bank, which had 
been out of the market since 1945, began to sell in 
Bombay gold that may have come from the fabulous 
hoards of the Nizzam of Hyderabad. 

What has happened to the demand for free gold? 
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in general, it has fallen off as inflationary forces 
have been brought under control. With the prices 
more or less stabilized, paper money is no longer 
burning holes in people’s pockets. The flight of capi- 
tal from the Russian-dominated satellite countries 
has about ceased. The war-scare in the Near East 
has subsided, and buyers for new gold arriving in 
Alexandria and Beyrouth are harder to find. Last, 
but not least, some of the people who have been in- 
vesting in gold, are turning to the New York stock 
market. 

Unless there is a war scare, it is not difficult to 
foresee that gold prices in free markets will decline 
further. And those economists and other well-mean- 
ing but somewhat hasty people who have seen in 
the gold premiums abroad a sure proof of a higher 
intrinsic value of gold in terms of the dollar should 
ponder these latest developments. 


A Courageous Step in Indonesia 


On March 19, the new Republic of Indonesia took 
a courageous step which unquestionably has been 
hard on her people, but one which is bound to re- 
move the last major obstacle to expansion of produc- 
tion and to the strengthening of her economy. Indo- 
nesia, strategically located in the path of communist 
expansion in Southeast Asia, won last December 
dominion status within the Netherlands-Indonesian 
Union. According to dispatches from Jokarta (Ba- 
tavia), the Government devalued the currency by 
50 per cent. 

All bank accounts in excess of 1000 guilders were 
blocked, and the Government took the left half of 
all the notes in circulation (they were to be torn in 
half). The right half of the notes is now worth only 
one-half of their previous value. The guilder, which 
was nominally worth about 36 cents last September, 
is now officially worth only 13 cents. In the black 
market it is quoted as low as about 5 cents. 

The placing of the Indonesian guilder, also known 
as a rupiah, on a more realistic basis was long over- 
due. During the Japanese occupation and the four- 
year struggle for independence, the once rich archi- 
pelago was flooded with paper money. Prices had 
been rising persistently, so that about a month or 
so ago they were some 14 times as high as before 
the war. The natives, lacking confidence in money, 
have not bothered to produce much beyond their 
bare necessities. This explains why the production 
of native “cash” crops such as cassava, various 
spices, pepper, kapok—to name just the most im- 
portant ones—has remained but a fraction of what 
it used to be prior to World War II. 

The situation has not been much better so far as 

















Free Market Gold Prices 
Bémbay Hong-Kong Alexandria Paris 
Rupees Dollars HK $Dollars E£ Dollars Francs Dollars 
per per per per oper. per per per 
tola oz. tael oz. dirhem oz. gram oz. 
Dec. 1946... _ 101 $8l 317 $51 62.667 2. 3 |... 
1947. . 103 83 303 50 iv2 7 530(a) $54(a) 
| 11309 296 648 153 63 805 79 
Sept. 1949 114 92 330 49 154 64 615 59 
Dec. 1949... 114 63 = 291 4l 169 47 583 52 
Mor: 3960. 312 £2 .... | ee | Ree 39 
(a)—Mid-February 1948. 
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certain plantation crops, such as sugar, tea, sisal, 
palm oil, tobacco, coffee and cinchona bark, are con- 
cerned. With internal production costs completely 
out of line with export prices, there was not much 
incentive for either local or foreign capital to be in- 
vested in the rehabilitation of plantations and proc- 
essing mills (sugar centrals, drying sheds, etc.) even 
after the hostilities ceased and the Republican-held 
territory was thrown open. 

This unsatisfactory situation was reflected in In- 
donesia’s postwar trade. Although their value ex- 
ceeded the prewar figures (largely because of much 
higher prices), exports were limited even in 1949 to 
practically four products: petroleum, rubber, tin, 
and copra, which in the prewar years accounted for 
about 55 to 60 per cent of all exports. The produc- 
tion of other commodities, which formerly con- 
tributed 40 to 45 per cent, has lagged behind. This 
has been especially true about such once great Indo- 
nesian exports as sugar, coffee, tea, tapioca, and 
tobacco. 

Only time will tell whether the devaluation was 
drastic enough. Since most of the imports will cost 
at least twice as much, inflationary forces may re- 
assert themselves. On the other hand, with trade 
goods becoming available, there will be great incen- 
tive for the natives to put their fields, gardens, and 
orchards into shape again. And there are signs that 
outside capital is beginning to be interested. The 
Export-Import Bank loan of $100 million is bound 
to be followed by an International Bank loan and 
private capital. 

At any rate, thanks perhaps to the enterprising 
and thrifty Dutch who are still “the power behind 
the throne” to a much greater degree than meets 
the eye, Indonesia is putting her house in order and 
strengthening her economy. This is very encourag- 
ing, especially when compared with the situation in 
the Philippines. The Indonesians should be compli- 
mented on their willingness to learn, a characteristic 
which is bound to benefit not only them, but the 
whole Western World as well. 


Point Four and Guatemalan Leftists 


While some of the Latin American countries are 
moving toward the extreme Right as a result of 
wartime leftism, at least one of them is moving to 
the Left, partly as a result of 12 years of dictator- 
ship and extreme rightism. This country is Guate- 
mala—the land of eternal spring, and a favorite of 
American tourists—only a several hundred miles 
distant from our southern border. Guatemalan left- 
ism, it has been said, is not Russian, but largely of 
the peculiar Latin variety, earnest and befuddled 
rather than cynical, and mixing Marxist ideology 
and Communist propaganda with anti-gringoism 
(anti-Americanism) and with the personal politick- 
ing traditional in the Latin world. 

Guatemalan leftism nevertheless bears watching. 
Reportedly the country, due to the procommunist 
environment prevailing, has become an important 
Cominform base. Although the communist party is 
officially outlawed, communist sympathizers and 
fellow-travellers have been given free rein by the 
present president, Dr. Juan Jose Arevalo, a former 
history professor and an idealist and misguided so- 
cial reformer as well. Dr. Arevalo’s term will ex- 
pire early next year. The new official presidential 
candidate, the present Minister of Defense, Col. 
Jacobo Arbenz, is even more radical and national- 
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istic. One of his planks with which 
he hopes to win over the electorate is 
a reform of land laws, permitting 
equal divisions of lands among the 
workers cultivating them. 

Guatemala, with her natural re- 
sources, her nearness to U. S. mar- 
kets, and her three million people, 
mostly humble, illiterate Indians with 
a very low standard of living, has 
been one of the countries most eligi- 
ble for the Point Four type of financ- 
ing. The country has also applied for 
a World Bank loan. Yet Guatemala 
has been doing everything in her b 
power—politically and economically | 
—to discredit the United States and 
to discourage the foreign investor. 

For example, the United Fruit 
Company, which has invested more 
than $100 million in the country, felt 
that it was being discriminated 
against so much by Guatemalan left- 
ist politicos and labor leaders that it has abandoned 
a $10 million development program, as result of 
which some 5,000 acres of banana land will return 
to jungle and some 4,000 workers will lose their 
jobs. The Guatemalan subsidiary of Electric Bond 
and Share is in danger of expropriation, and an- 
other company, the International Railways of Cen- 
tral America, with about $90 million invested in 
Guatemala, is faced with a wage dispute which has 
the obvious purpose of “getting the American im- 
perialists and feudalists.” 

The discrimination against American companies 
which, incidentally, have been paying the highest 
wages in the country, ought to be thoroughly in- 
vestigated before the American taxpayer’s money is 
made available either as a World Bank loan or a 
Point Four loan. 
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Australian Up-valuation Dilemma 


When last September the Canberra authorities al- 
lowed the Australian pound to follow sterling all the 
way down, their decision was severely criticised. 
Ever since, the Australian press, politicians, econo- 
mists, and financiers have been engaged in a debate 
the outcome of which should in one way or other 
affect even our trade with the Antipode Com- 
monwealth. 

According to various polls, some 60 per cent of the 
Australians favor either full restoration of the Aus- 
tralian pound’s parity with sterling, which would 
mean lifting it from the present $2.24 level to a 
$2.80 level—or a partial up-valuation to, let’s say, 
a $2.50 level. 

Some 10 per cent of the electorate is apparently 
definitely opposed to any change in the Australian 
pound-sterling relationship which has existed since 
the Great Depression days. The pound was lowered 
at that time by 20 per cent in order to give wool, 
meat, and butter producers, affected by the disas- 
trous price decline, a break. Ever since the up- 
valuation debate started, there has been some buy- 
ing of Australian securities here and in London. 
Also there has been a considerable intensification 
of the flow of capital to Australia, both for invest- 
ment and speculation. 

The people who are against any up-valuation of 
the Australian pound are, in the first place, the gold 
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Indonesia has won independence but still faces many serious problems. 


miners. Obviously their profits would be reduced, 
and gold mining shares, which have gone up more 
than 30 per cent since last September, would be 
affected. The Australian Farm Bloc is also opposed, 
for them too, it would mean lower profits. Finally, 
the manufacturers and most of the businessmen 
don’t like it, the former because competitive British 
and American products would get in cheaper, and 
the latter are afraid of the effect of the up-valua- 
tion on their inventories. 

Who is for the raising of the value of the Aus- 
tralian pound? The fixed income and working classes, 
in the first place. They hope that the up-valuation 
would either stop or at least act as a brake on the 
rapidly rising prices. Second, the Liberal Party, 
being pledged to bring down living costs. But the 
Liberals have a coalition partner, the Country Party, 
which, as the name should imply, is against any 
change in the currency rate. There the matter rests. 

Australian prices have risen rather sharply — 
some 40 per cent—since the middle of 1948. The 
primary reason for this was the relaxation of war- 
time controls. The second reason has been the vigor- 
ous growth that the Commonwealth has experienced 
in the last few years. Immigrants—mostly British 
and displaced persons—have been arriving in large 
numbers, and secondary industries have been boom- 
ing. Old factories have been expanded, and numer- 
ous new industries introduced. 

All this has been inflationary, however, because 
some of it was financed on credit. The expansion is 
now to be directed into primary industries—steel, 
coal, heavy chemicals, and electric power generation, 
all of which have been outdistanced by the phenom- 
enal growth of secondary industries. Up to the fall 
of the Labor Government last December, the forces 
behind the expansion were being suppressed. They 
have now been released, and while Australia should 
experience a great expansion of her economic activi- 
ties, the danger of inflation will also be greater. 

Other developments are feeding the inflationary 
fires: The inflow of outside capital, which has been 
encouraged by the election results and the up-valua- 
tion debate, and the rise of prices of certain Aus- 
tralian products, wool in particular. It has been es- 
timated that the wool growers will get over $550 
million during the current season, or more than 
three times as much as (Please turn to page 47) 
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Pensions 


Institutional demand for com- 
mon stocks—deriving from edu- 
cational and other endowment 
funds, insurance companies, pen- 
sion funds, investment trusts, etc. 
— is a matter of considerable 
long-run importance to the stock 
market. But this supporting in- 
fluence can also be exaggerated at 
any given time; and perhaps it is 
being exaggerated now. Thus, as 
compared with 9 months ago, 
there has been no great change 
in the over-all amount of institu- 
tional funds employed in stock in- 
vestment, but the industrial aver- 
age meanwhile has risen over 45 
points. Institutional investment 
will not prevent sharp fluctuation 
in the stock market, pretty much 
as usual. Trustees are not going 
to rush out and buy a lot of stock 
merely because, under recently 
amended New York State law, it 
is legal for up to 35% of trust 
funds to be invested in stocks 
(both preferred and common). 


Sellers 


Institutions can be, and are, 
sellers of common stocks at times. 
Thus, some of the big endowment 
funds operate on a “formula- 
plan” calling for sale of a desig- 
nated portion of stockholdings at 
200 in the Dow-Jones industrial 
average, more at 225, etc., the 
proceeds of such sales being 
switched into high-grade bonds. 
The managers of other funds are 
expected to use discretion and to 
be prudent. That calls for reduc- 
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ing total risks in common stocks 
when they think the market is 
too high. Open-end trusts are 
probably the biggest institutional 
factor, buying around $275 mil- 
lion worth of stocks a year, on 
balance, at the 1949 rate. We say 
on balance, because holders of 
open-end trust shares can cash 
them in at any time; and there is 
always considerable cashing in 
going on. No doubt there will be 
times, when the next bear market 
scares the daylights out of people, 
when open-end trusts will be sell- 
ers on balance. Note that redemp- 
tions even of U. S. Savings bonds 
— certainly there is no more 
choice investment so far as safety 
is concerned—at times slightly 
exceed new sales. 





Comparison 


In eight months through Feb- 
ruary, customers’ net debit bal- 
ances of member firms of the New 





York Stock Exchange increased 
$270 million to $953 million. 
There is nothing alarming in this, 
for margin debt remains rela- 
tively small. However, the point 
we wish to make is that when 
the market is high and “acting 
well,” the tendency is to exagger- 
ate every favorable factor and to 
minimize the others. We do not 
say that the rise in margin debt 
is unsound; but the fact remains 
that any rise means that people 
to that extent are speculating in- 
creasingly on borrowed funds. 
Compared with its lowest point 
in early 1949, margin debt is up 
some $400 million. On that basis, 
the stock buying so financed has 
exceeded the net demand of the 
open-end investment trusts. It 
has probably been equivalent to a 
very sizable fraction of total in- 
stitutional demand in this period. 


Stocks 
Where a major portion or all of 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Addressograph-Multigraph ...................... 


1950 1949 
Feb. 28 Quarter $2.42 $1.76 
2 mos. Feb. 28 1.08 78 
6 mos. Mar. 4 1.46 51 
Year Jan. 31 3.98 3.60 
Jan. 31 Quarter 4.21 2.11 
Jan. 31 Quarter aa 2.09 
13 weeks Feb. 4 1.39 1.01 
Jan. 31 Quarter 1.28 -97 
6 mos. Jan. 31 5.38 3.72 
6 mos. Jan. 31 3.17 2.55 
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a company’s accruing pension 
funds are placed in its own stock, 
that is a supporting factor of im- 
portance and tends to make for at 
least as liberal a dividend policy 
as can be financially justified. 
Three such instances are Ameri- 
can Telephone, Sears, Roebuck 
and United Fruit. However, quali- 
fications are in order. First, in the 
nature of their differing busi- 
nesses, these companies’ shares 
would fluctuate less sharply than 
the general list in any event. Sec- 
ond, the pension factor has, of 
course, not prevented at least a 
normal degree of fluctuation. 


Contrary 


Oil stocks have had a good re- 
cent rally, acting better than the 
general industrial list for the first 
time since 1948, when they soared 
to levels well above both 1946 and 
1929 highs. Even the present lev- 
el, although much under the 1948 
high, is above the 1946 top and 
very close to the 1929 peak. One 
possible justification for the cur- 
rent rebound is the prospect that 
present dividends of at least the 
larger companies will be ade- 
quately covered this year, despite 
a probable further fall in prof- 
its; and the fact that current 
yields are fairly good. Another 
reason is a strong technical posi- 
tion. “Problem” groups, out of 
favor for an extended period, at 
times rally well, as if to confound 
general expectation. The imme- 
diate market action does not 
change the fact that the industry 
faces a threat of world over-sup- 
ply, and of further unsettlement 
of its already shaky price struc- 
ture. 


Another? 


The gloom about motion pic- 
ture stocks is very deep, and not 
without foundation . . . However, 
since so many people have been 
expecting the worst of them, may- 
be a rally is about due on the 
theory of coppering general opin- 
ion. One of these issues—Warner 
Brothers—seems at the moment 
to be pointing the way. It is pos- 
sible that Hollywood will eventu- 
ally discover some way of making 
money out of television, but that 
is not now in sight. Certainly, 
the industry is being hurt by 
video now; and probably it will 
continue to be for some time. 
Movie stoeks are a sale on rallies; 
not a buy for rallies. In short, 
this column’s suggestion is to 
leave quick-term operations to the 
professionals. 
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Zenith 


Zenith Radio is the latest mar- 
ket sensation among the video 
stocks. Due to the light capitali- 
zation (492,000 shares), earnings 
per share can be on the spectacu- 
lar side as long as the video boom 
lasts; but they can shrink just as 
rapidly as they are now expand- 
ing. Whether the indicated $1.50 
dividend will be upped is a ques- 
tion, due to working capital 
needs. Possibilities in the com- 
pany’s “phonevision” system re- 
main highly conjectural. Other- 
wise, it does not seem to have 
much chance of comparing with 
the video leaders in volume of 
business. The whirling advance in 
the stock may be in anticipation 
of a nearing split, or be due in 
part to a short squeeze. 


Coal 


Coal has been losing out to oil 
and natural gas. Such is the gen- 
erality. However, for some im- 
portant industrial uses there is 
no substitute for coal; and coal 
demand will remain large for in- 
definite years to come. The con- 
ditions created by the miners’ 
union actually increase the rela- 
tive strength of those coal mining 
companies which (1) have high- 
grade coal to work with; (2) are 
highly efficient; and (3) are eco- 
nomically near consuming outlets. 
One such is the lightly capitalized 
Pond Creek Pocahontas, with 
nothing ahead of its 339,494 
shares of capital stock. Despite 
union-curbed output, 1949 earn- 
ings were a respectable $6.33 a 
share, against $10.67 in 1948. The 
all-time high in the stock was 48. 
It may startle you to be told that 
it was made recently, with the 
coal strike in progress, not in 
1946 or 1987 or 1929. The present 
price is 43, at which the $4 divi- 
dend rate yields 9.3%. There are 
two reasons for the high yield 


‘ 


basis. One is general investment 
dislike of the coal industry. The 
other is the fact that this com- 
pany had an indifferent prewar 
record, skipping dividends in at 
least some years. 


Island Creek 

Island Creek is another unusu- 
ally strong coal company, having 
paid dividends each year since 
1912, and not less than a $1 rate 
under poor conditions. The pres- 
ent rate is $3, a new high level 
established in 1949, although 
earnings fell to $3.20 a share 
from 1948’s $5.37. This stock’s 
all-time high of 3934 was re- 
corded in the summer of 1948. It 
is currently 29, yielding over 
10.3%. Despite the good record, 
it has sold as low as 8 in as mod- 
erate a bear market as that of 
1937-1938. 


Poor 

As usual, a minority of groups 
are under more or less pressure 
in what is still an uptrend mar- 
ket up to this writing; for, what- 
ever the trend of the averages, it 
is a “market of stocks.” Groups 
in which investors now seem 
more willing to sell than buy in- 
clude copper stocks, lead and zinc 
stocks, miscellaneous mining and 
smelting stocks, printing and pub- 
lishing, baking and milling, tex- 
tiles and apparel, and motion 
pictures. 


Chemicals 


Chemical stocks have been un- 
der special demand in recent 
weeks, led by Allied Chemical on 
rumors of a coming split. Chemi- 
cal volume and profits will make 
their usual better-than-average 
showing this year, but it will be 
unspectacular, compared with the 
behavior of the stocks. As for any 
good thing, you can pay too much 
for chemical stocks. Some are 
pretty richly priced now. 





























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 

Anderson, Clayton & Co........................... 6mos. Jan. 31 $6.65 $7.30 

Continental Motors .......... Sreet Jan. 31 Quarter .14 19 

Stevens (J. P.) & Co............0000000......... Jan. 28 Quarter 1.42 1.96 

RMN ON dn cosas fe veadensuweocenads Year Jan. 31 2.46 4.83 

BS eee TNIIMTMN GS ooo 5s co casss ccncnaeaaienersvanes Jan, 31 Quarter .07 1.74 

EN Gl oo osso vein neta sccdarecenesceecstaasanctuan Jan. 31 Quarter .70 -85 
Wee CO oo oa cs esis chs cecseeses Mi ccece Jan. 31 Quarter -61 1.33 | 
International Harvester ......................606 Jan. 31 Quarter -44 1.29 | 

Lakey Foundry & Machine........................ Jan. 31 Quarter -12 75 

Carat Carte so. .in enn Jan. 31 Quarter -20 43 
37 















— =- 


PRO ter me 





Se a eee 2 ohn ies 


Wea ekg 


The BUSINESS ANAL 


ee ee 


Whats Ahead for Pri. 







onl 


YST& 
a at a a 
U 







2. 
2 ON lel aims RUNNING 
VISAS SINS 1 SASS UNI 
/ave Me - ‘ (fo o ne 








a Ly 


Senda: 0venanny sseutnay” 


={\= if 





ee 





—_— —_ 


By E. K. A. 


Business data coming to hand confirm the favorable fore- 
casts prevalent around the turn of the year. Industry has been 
set back somewhat, but not too much, by the coal and Chrysler 
re strikes. The pick-up has been 

fast since the cealodiivennt 
and trade in the aggregate 
is holding fairly even with 
last year. Building and auto- 











BUSINESS ACTIVITY 


PER CAPITA BASIS 
M. W. S. INDEX 


motive activity is setting new 

200 _/ records. 
Reports of purchasing ex- 
7 ecutives, as summarized by 


the National Association of 
Purchasing Agents, show 
- that March was the second 
best month of the first . tel 
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nade ter, very close to the high re- 
cord set in January. Pros- 

7 pects for April are highly 

690 wa promising in reflection of 


YEAR acceleration of post-strike 
aco recovery, an influence that 
should be felt well into May 
or beyond, though a level- 


ees ling off is likely in June and 
AGO a somewhat more than sea- 


So sonal decline in July. 

To bolster this view, the 
Department of Commerce re- 
cently reported that manu- 
facturers’ new orders at the 
end of January stood at 
$18.8 billion which was 12%, 
over both December and 
January, 1949, totals. Sub- 
sequently it reported an- 
other rise in the order back- 
log for February, with manu- 
a facturers’ new orders runing 

$1.2 billion ahead of sales. 
It was the second consecu- 
tive month when orders had 
exceeded sales by such a 
margin, and about $900 mil- 
lion of the excess was in dur- 
able goods other than auto- 
mobiles. While sales of dur- 
ables didn't register the nor- 
mal January to February 
seasonal movement, the De- 
‘J - partment pointed out that 
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the Chrysler strike pulled auto sales volume down substantially, 
as was to be expected. Non-ferrous metals, machinery except 
electrical, and building materials reported better than seasonal 
gains in sales. 


Among soft goods, the Department noted that “considerably 
improved” sales in the petroleum, chemical and leather indust- 
ries outweighed a decline in food sales. Other soft goods in- 
dustries remained near their January rates. Meanwhile manu- 
facturers’ inventories went down $200 million from their end of 
January level of $31.1 billion, a normal seasonal development. 
A significant point is that a large percentage of the increase in 
new orders booked by manufacturers’ accrued to those indus- 
tries where orders are usually taken for future delivery. The 
current trend therefore will be reflected in future sales. 

There has been some concern over the decline in new mach- 
ine tool orders in February, with the order index dropping to 
88.7 from 99.7 in January. But apart from the fact that the 
February figure was still 7.8 points above the 80.9 index re- 
gistered for February 1949, it developed that most of the de- 
cline was in export business. Domestic orders were down only 
slightly, and this is bolstering hopes of a flattening out, if not 
reversal, of the recent dined in manufacturers’ outlays for 
equipment. If so, it may well turn 1950 into a better year than 
many expect, but definite conclusions are hardly in order until 
the shen ¢ is confirmed by future developments. Meanwhile the 
ratio of unfilled machine tool orders to shipments was the high- 
est since July 1948 when capital goods expenditures were run- 
ing at a peak. The ratio was 5.9 to 1 in February as against 
5.7 to 1 in January. 


More Money Needed to Finance Building Boom 


A considerable source of strength is the unabated building 
boom, with 60% more “‘starts” in the residential field in the 
last three months than a year ago. According to the Commerce 
Department, the three-year boom has not yet filled the coun- 
try’s housing needs but the financing part is running into some 
trouble, temporarily at least. Both the Federal Housing Admin- 
istration and the Federal National Mortgage Association have 
reached their limits on lending money. Having provided some 
$12 billion in the past, they must now ask for additional ap- 
propriations from Congress. Chances are they will get the extra 
funds, but until they get it, there may be a “dry” period which 
may have a slackening effect on construction later in the year. 

The auto industry meanwhile is roaring ahead with a new 
production record Sealine the Chrysler strike. First quarter out- 
put of cars and trucks is estimated at 1,640,000 units as against 
1,394,270 last year, a gain of 17%. As a result of this showing, 
industry leaders are becoming more vocal in expressing op- 
timism for the second half of the year. 
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The Business Analyst 





MONEY AND CREDIT—With the short interest largest since 
May 19, 1932, our index of 325 active common stocks, along 
with the index of 100 high priced stocks, crept forward another 
notch during the fortnight ended March 25 to new 1949-50 
highs; but the low priced stocks continued to lag. Radio and 
television shares again took the spotlight with an advance of 
our group index of 14%, to a new high since 1948. Of our 46 
group indexes, 12 made new highs for various periods, as tab- 
uated cn the second page following. N. Y. bank stocks eased 
off to the lowest level in five weeks, despite estimates that first 
quarter earnings were equal to, if not actually better, than a 

ear ago. Better grade corporate preferred stocks rose to the 
bighest average level since October 11, 1947. Rail bonds 
rose fractionally, while foreign government dollar bonds, de- 
spite uncertain political conditons abroad, advanced to the 
best average prices since August 9, 1947. Reversing the recent 
down-trend, the bank-eligible Victory 2!/2s climbed back to the 
best price since January 21 under resumed purchases by the 
banks; but the restricted series continued to sag, easying off 
to the lowest price since last July 21. Cashing of income tax 
checks during the fortnight ended March 22 boosted the Treas- 
ury's cash balance by $1.28 billion to $5.64 billion, a new 
high for 1950. But a alt has been made in the reduction of 
the Government debt. With the lush period of heavy income 
tax collections now about over, the Treasury will soon be hand- 
ing out about $100 million weekly more than it takes in from 
taxes, and so will be forced to resume deficit financing within 
a few months. Reserves held by member banks have shrunk 
$3.39 billion during the past twelve months, largely as a result 
of heavy sales of Government securities by the reserve banks 
as an anti-inflation measure, which helps to account for per- 
sistent weakness of the restricted Victory 2!/2s. Meanwhile de- 
mand deposits have expanded $1.05 billion and bank hold- 
ings of Government securities $3.77 billion in consequence of 
last year's deficit financing; but commercial loans are still off 
$1.2 billion. Inventories of unsold issues of new securities in 
dealers’ hands, have mounted to $220 million, the largest in 
months. Securities issued by the International Bank have been 
the slowest movers, with nearly half of the latest issue still re- 
maining unsold. On the other hand, private investors are show- 
ing increasing interest in 4° G.I. mortgage loans guaranteed 
by the Veterans Administration and offered by the Federal 
National Mortgage Association (‘Fannie Mae"). Sales are 
now running at about $11 million weekly—three times the rate 
in January. 


TRADE—Though merchants complain about the poor volume 
of pre-Easter sales, Department Store Sales in the fortnight 
ended March 18 were about on a level with a year ago in 
dollar total, which means perhaps 5% more in unit quantity, 
compared with a 3% decline for the year to date, on a dollar 
basis. Slow demand is reported for women’s outer apparel, 

articularly rayon, and men’s wear; but this appears to have 

een made up by larger sales of television sets, furniture and 
other items. 


INDUSTRY—Swift recovery from depressing effects of the coal 
strike has lifted business activity to a new all-time high, in the 
face of expressions of concern over unemployment, founded 
upon conditons that existed several months ago. Most lines of 
business are now doing better than a year ago, while home 
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building activity and automobile sales climb to record heights. 


COMMODITIES—Commodity spot price indexes were up a 
little, and futures off a trifle, gon the fortnight ended March 
25. Political debate is still raging over how to go on coddling 
our resourceful farmers without losing the votes of other con- 
sumers and taxpayers. 





Almost complete resumption of steel and coal production 
following settlement of the coal strike brought an unprece- 
dented rebound of 3.6% in the nation’s physical volume of 
Business Activity during the week ended March 18, lifting 
this publication’s Business Index to a new all-time high, and 
widening to 4.6% the margin of increase over a year ago. 

* + 


With all the publicity that has been accorded to rising 
Unemployment, it may be hard to believe that our country 
is at the moment experiencing a high degree of prosperity, but 
it should be noted that the findings of our Business Index, which 
are checked periodically for reliability, are only two weeks late 
in reaching our readers, whereas the most up-to-date of Gov- 
ernment reports on business conditions—the one on unem- 
ployment—is about six weeks late in publication. 

* * 


(Please turn to the following page) 
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Latest Previous re- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbo 
MILITARY EXPENDITURES—$b (e) Feb. 1.04 1.14 1.16 1.55 (Continued from page 39) 
Cumulative from mid-1940._.. — | Feb. 393.0 392.0 378.3 13.8 
The most recent report on Employ- 
FEDERAL GROSS DEBT—$b Mar. 22 255.9 255.9 251.8 55.2 ment was for the second week of February, 
MONEY SUPPLY—$b during the coal strike. The next report, for 
Demand Deposits—94 Centers... | Mar. 15 47.2 46.7 46.2 26.1 | the second week in March, will not reflect 
Currency in Circulation... | Mar. 22 27.0 27.0 274 10.7 | the full effects of the ensuing sharp rise in 
BANK DEBITS—13-Week Avge. coal and steel production. Not until well 
New York City—$b... nm | Mar. 15 907 9.12 8.79 426 | into May, or Census — “il the 
93 Other Centers—$b.....__..-- | Mar. 15 1290 1287 1282 7.60 ig report for April is issued, will the 
findings of our Business Index be confirmed 
PERSONAL INCOMES—$b (cd2) Jan. 221 214 217 102 by “news” cla gratifying rise in employ- 
Salaries and Wages... Jan. 139 139 140 66 ment and decline in unemployment. 
Proprietors’ Incomes... ] Jan. 46 43 49 23 
Interest and Dividends... ] Jan. 17 19 17 10 - * * 
Transfer Payments Jan. 19 13 iT 3 ; - 
(INCOME FROM AGRICULTURE) oe 19 7 2 10 More up-to-date information on general 
business conditions may be obtained by 
POPULATION—m (e) (cb) Feb. 150.8 150.6 148.1 133.8 | scanning reports from leading industries 
Non-Institutional, Age 14 & Over... | Feb. 110.3 110.2 109.2, 101.8 | which enter into computation of our Busi- 
Labor Force ~ Feb. 63.0 628 61.9 57.5 | mess Index. These are gathered and pub- 
Military _... nnn | Feb, 1.37 1.41 1.51 1.89 | lished weekly. Electric power output, for ex- 
CVI nnn | Feb, 61.6 61.4 604 55.6 | ample, is now at a new all-time high; car 
Unemployed a | Feb. 4.7 4.5 3.2 3.8 | loadings have just topped the year-ago 
Employed Feb. 57.0 56.9 57.2 51.8 | level for the first time al for the week 
In Agriculture...» ]_ Feb. 6.3 6.2 7.0 8.0 | ended December 24) since the week ended 
Non-Farm .. Feb. 50.7 50.7 50.2 43.8 | April 9, 1948; lumber and paperboard pro- 
At Work Feb. 48.8 49.1 48.4 43.2 | duction have been running for some time 
Weekly Hours. nnn» | Feb, 41.1 40.9 41.5 42.0 | well ahead of the year earlier. 
Man-Hours Weekly—b.._._.. Feb. 2.01 2.01 2.01 1.82 
EMPLOYEES, Non-Farm—m (Ib) Jan. 42.2 43.7 43.4 37.8 ' ‘“ 2 
Government Jan. 5.8 6.1 5.8 4.8 Among other leading industries, sales of 
Factory Jan. 11.5 11.5 12.2 11.7 | Automobiles last month, despite the long 
Weekly Hours ~ | Jan. 39.8 40.0 39.5 40.4 | strike at Chrysler plants, were the largest 
Hourly Wage (cents)... Jan. 141.8 141.0 140.5 77.3 for any Pi on record. 
Weekly Wage ($)..—-.--—------ ] Jan. 56.44 56.40 55.50 31.23 m 
PRICES—Wholesale (iIb2) Mar. 21 151.7 152.0 158.3 92:5 ' i 
Retail (cdib)____.___ | Jan. 183.8 1844 191.5 116.2 Record construction activity has sparked 
COST OF LIVING (Ib3) Jan. 166.9 1675 170.9 100.2 | 10% increase over last year in cement 
Food ie 196.0 197.3 2048 113.1 | Shipments and sales of furniture at retail. 
I atic toiichicanisdgattler MIN 185.0 1858 1965 113.8 | Orders booked by Furniture makers in 
Rent _.. Jon. 122.6 122.2 119.7 107.8 February were 44%, ahead of the like 
=a Senbe =otb month last year. 
Retail Store Sales (cd)... Feb. 9.19 9.51 8.92 4.72 * = = 
Durable Goods... Feb. 2.96 3.05 2.59 1.07 
Non-Durable Goods. ns abs 6.23 6.46 6.33 3.65 Mr. Ewan Clague, chief of the Bureau of 
Dep't Store Sales (mrb)........ pan 0.59 1.37 0.64 0.42 | Labor Statistics, declares that Home 
Retail Sales Credit, End Mo. (rb2)_ | Jan. 9.67 10.15 7.83 5.46 | Building this winter has been the “most 
aialiaaaimeumemmiae spectacular” in history. New dwelling units 
New Orders—$b(cd) Total P es ie wis ; started in January and February were 60%, 
D r pee eee , “ . 4.6 | ahead of the first two months of last year. 
Durable Goods... | Jan. 8.6 7.0 6.7 7.1 - 
N He adds that new homes will have to be 
on-Durable Goods. nn | Jan. 10.2 9.8 10.2 7.5 ided f | t the rat 
Shipments—$b(cd)—Total _..... | Jan. 17.3 17.2 17.6 8.3 0 onlay ed ae se * sie 
D of more than a million annually to wipe out 
urable Goods Jan. 7.3 72 7.4 4.1 Le hnedt has if this wil 
Non-Durable Goods... | Jn. 10.0 10.0 10.2 4.2 ee ee 
to cushion the severity of our next business 
BUSINESS INVENTORIES, End Mo. recession. 
Total—$b (cd) Jan. 53.4 53.3 58.3 28.6 = * . 
Manufacturers’ Jan. 31.1 31.1 34.6 16.4 
Wholesalers’ Jan. 9.1 9.1 9.6 4.1 Prospects are beginning to brighten for 
Retailers’ __.. Jan. 13.2 13.1 14.1 8.1 | the Petroleum industry with approach of 
Dept. Store Stocks (mrb)______...... Jan. 1.9 1.9 2.0 1.4 | the season for expanding consumption of 
BUSINESS ACTIVITY—1—pc Mar. 18 167.0 163.1 162.5 141.8 | gasoline. The first time in months, in response 
(M. W. S.)—I—np_______ |: Mar. 18 194.6 190.1 186.0 146.5 | to suggestions of prospective purchasers, 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
IK Date Month Month Ago _ Harbor* 
anon INDUSTRIAL PROD.—1—np (rb) Jan. 183 180 191 174 the Texas authorities have authorized an 
Mining .. Jan. 131 132 149 133 increase in permissible crude output for 
ea nr | ee aA | 210 204 227 220 that state. And for the first time this year, 
. Non-Durable Goods Mfr... | Jan. 179 175 175 151 refinery ueteneke'a component of ow 

i CARLOADINGS—t—Total Mar. 18 726 708 608  833_~_—| Business Index—are again above the year- 
lect ‘Manufacturers & Miscellaneous... | Mar. 18 337 329 350 379 ago level. 
ie Mdse. L. C. L Mar. 18 85 84 95 156 = . 7 
x Grain Mar. 18 42 40 47 43 
vel Abruptly reversing last years’ down- 
+ ELEC. POWER Output (Kw.H.) m Mar. 18 6,015 5,936 5,496 3,267 trend, New Orders booked by manufac- 
= SOFT COAL, Prod. (st) m Mar. 18 13.3 13.2 3.0 10.g | turers picked up briskly in January to a 
io Cumulative from Jan. I... |. Mar. 18 71 58 117 446 total 12%, above the like month last year. 
i Stocks, End Mov.2- eee nn | Jan. 37.0 45.1 67.8 61.8 | Orders for durable goods jumped to 27% 

pdianaaes above last year; but for non-durables, in 
— s. m . . 
Crude Output, Daily. | Mar. 18 4.8 4.8 5.2 4.1 —_ h rebound had already ys? ™ 
Gasoline Stocks Mar. 18 135 135 127 86 seen, Ee Gn ovate year eae ee ee 
2ral Fuel Oil Stocks Mar. 18 42 45 59 94 than 1%. Backlogs of unfilled orders for 
by Heating Oil Stocks. ——'|- Mer. 18 43 46 50 55 durable goods at the end of January, how- 
ries ever, were still 20° lower than a year 
1Si- LUMBER, Prod. (bd. ft.) m Mar. 18 748 704 618 632 earlier when orders were pouring in much 
es Stocks, End Mo. (bd. ft.) b.... | Dee. 7.3 7.3 7.4 12.6 faster than they could be filled. Manufac- 
ex- STEEL INGOT PROD. (st) m Feb. 6.78 7.93 7.48 6.96 | turers’ shipments in January were off a little 
car Cumulative from Jan, |... | Feb. 14.7 7.93 15.7 74,7 | from a year earlier. 
Igo 
ee ENGINEERING CONSTRUCTION - = 2 
hed AWARDS—$m (en) Mar. 23 177 213 181 94 bs : 

a Cumulative from Jan. | | Mar.23 2,336 2,159 1,743 5,692 Personal Income received in January, 
tell thanks largely to G.I. insurance refunds, was 
ones SROCELANEOUS about $4 billion, or 2% ahead of January 

Paperboard, New Orders (st) t...... | Mar. 18 194 218 151 165 of last year: but income derived from cari- 
U. S. Newsprint Consumption (st) t.. | Feb. 456 448 401 352 pair el stone off 13%. Total Retail tes 
Do., Stocks (mpt), End of Month.. | Feb. 591 622 669 523 Feb 3% ab | h 
Natural Rubber Consumption (It) t.. | Jan. 60.2 52.9 50.2 54.3 in February were %, above last year, wit 
s of Do., Synthetic Jan. 33.9 31.8 37.1 0.5 | durable goods up 15% and nondurables 
ong Pneumatic Casings Production—m.... | Jan. 6.8 6.3 5.9 40 | off 1.6%. Automobile sales were up 20%. 
jest 
b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
taxes. cdi b—Commerce Dept. (1935-9—100), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 
adjusted Index (1935-39—I100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). ib3—Labor Bureau (1935—100). It—Long Tons. m— 
Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
Loud sation for Population growth. pe—Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 
cane st—Short Tons. t—Thousands. *—1941; November, or Week ended December 6. 

tail. THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
_™ No. of ————1949-50 Indexes —__—_ (Nov. 14, 1936 Cl_—100) High Low Mar. 18 Mar. 25 
like Issues (1925 Close—100) High Low  Mar.18 Mar.25 | 100 HIGH PRICED STOCKS... 90.89 70.88 90.17 90.89A 

325 COMBINED AVERAGE ___ 143.4 108.0 143.1 143.4A 100 LOW PRICED STOCKS... 170.03 119.71 168.13 167.98 

4 Agricultural Implements __.... 207.5 162.1 195.8 198.2 5 Investmenr Trusts _.. . 75.1 53.9 74.6 74.5 

10 Aircraft (1927 Cl—100)..... 201.0 138.2 201.0C 200.7 3 Liquor (1927 Cl. —100) an O41.8 602.9 834.5 818.3 

wat 6 Air Lines (1934 Cl_—100)__ 517.1 366.1 494.1 490.1 11 Machinery __ ec [1 | 115.9 152.0 151.2 
7 Am 104.4 75.7 93.5 95.0 2 Mal Order. BUS 87.1 107.2 108.9 

me 10 Automobile Accessories _..... 210.9 145.2 208.8 210.3 3 Meat Packing - ue, WED 63.3 94.3A 92.8 

nost IZ Aulomopies 2 31.5 213 31.0 30.8 12 Metals, Miscellaneous _____ 158.1 122.0 146.3 142.2 
snits 3 Baking (1926 Cl—100).. 23.3 18.1 22.9 22.2 4 Paper 422 279 42.1 42.2A 
0%, 3 Business Machines _. 276.5 209.0 276.5A 273.3 30 Petioledn IS 207.1 255.1 259.6A 
hes 2 Bus Lines (1926 Cl—100)_.. 176.4 118.3 176.4 172.7 27 Public Utilities .. 153.8 102.4 152.6 153.8C 

“re (a 273.7. 212.7. 266.1 = 267.2 5 Radio (1927 Cl—100).. 29.2 13.6 26.4 29.2A 
» be 3 Coal ‘Mining —____..__ . §92 11.2 (3.3 13.0 9 Railroad nee ae Oe 36.5 45.8 43.9 
rate 4 Communication — 48.4 31.8 45.3 47.9 24 Railroads 0 249 17.5 24.3 24.9A 
out 9 Construction C88 47.4 63.0 62.4 3 Realty 33.2 21.4 31.7 32.0 
, 7 Containers 326.3 240.7 323.2 322.6 3 Shipbuilding 0 s«d'DSI 120.0 149.0 153.1C 
erve 9 Copper & Brass__.._ 9S. 67.4 81.5 80.3 3 Soft Drinks. 39S 298.2) 373.72 3819 
ness 2 Dairy Products 78.2 53.3 76.7 78.2C (S Steel & fren — 106.5 77.0 105.1 105.0 

5 Department Stores ... 61.2 49.2 58.2 56.1 3 Sugar 53.6 39.8 52.1 52.2 
6 Drugs & Toilet Articles 202.8 141.6 200.6 199.5 2 Sulphur 344.1 233.8 344.1T 343.1 
2 Finance Companies wo. SOR 246.1 350.2 343.8 5 Textiles 139.9 100.9 125.6 120.7 

1 for 7 Food Brands _....- «dB. 146.0 179.2 179.8 3 Tires & Rubber... ssi. 26.6 36.8 37.2B 
L of 2 Food Stores = s«*'082.0 58.5 105.0 103.7 6 Tobacco 88.2 67.1 88.2C 87.1 
whee 3 Furnishings ......... = FOG 54.7 76.1 75.5 2 Variety Stores _.. 351.6 308.3 347.4 351.2 
n of 4 Gold Mining ey 566.3 679.7 693.9 19 Unclassified (1948 Cl.—1!00) 123.0 93.2 121.2 120.5 

ns 

sn New HIGH since: A—1948; B—1947; C—1946; T—1928. 
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Trend of Commodities 





Though commodity futures indexes were off a bit in the fort- 
night ended March 25, and spot prices firmed a little, cotton 
moved counter to the trend in both markets. According to the 
Labor Bureau's daily index of spot prices for 28 basic com- 
modities, the average is now about 4%, lower than a year ago, 
domestic commodities have declined nearly 7%, whereas for- 
eign products are off less than 1%, despite currency devalua- 
tions. It is also noteworthy that Government supported prices 
for farm products are still up 5% on the year; whereas much- 
whee private enterprise has allowed industrial products 
to decline 16%. Cotton consumption by textile mills in Febru- 
ary was around 14%, larger than a year earlier. For rayon, 
the gain was somewhat larger; but clothing sales at retail have 
not been keeping pace with production, and prices are being 


shaded, particularly for rayon. Lead has been cut another 
half cent since our last issue; but zinc advanced a quarter cent. 
Tin has risen three cents since the R.F.C. relinquished control of 
the market. The rise in zinc has been sparked by increased de- 
mand from steel galvanizers since the coal strike was settled. 
Shipments of slab zinc in February were the largest for any 
month since November, 1948. During the past 18 months, the 
U. S. has produced about $7.5 billion more farm products 
than it has consumed or sold. The Government now holds about 
$4 billion worth after giving away nearly $3 billion of the sur- 
plus. Speaking of the Government's perennial bogey, the 
“‘greedy middleman,” New York City’s Welfare Department 
has discovered that Uncle Sam’s “free” spuds cost nearly 
twice as much as in commercial markets. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo.3.Mo. 6Mo. 1 Yr. Dec.6 
Mar.27 Ago Ago Ago Ago Ago 194! 


28 Basic Commodities ___._ 248.0 246.1 247.9 247.7 246.5 256.7 156.9 
11 Imported Commodities. 250.4 248.1 250.5 256.4 244.4 251.3 157.3 
17 Domestic Commodities. 246.4 244.9 246.3 242.3 247.8 260.3 156.6 


RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1950 1949 1947 1945 1941 1939 1938 1937 
High 137.1 161.5 164.0 95.8 85.7 783 65.8 93.8 
Low 134.2 134.9 1264 93.6 743 61.6 57.5 64.7 





Date 2Wk. | Mo.3 Mo. 6Mo. 1 Yr. Dec.6 
Mar.27 Ago Ago Ago Ago Ago 1941 


7 Domestic Agriculture _. 306.1 305.6 304.6 298.3 294.6 291.8 163.9 
12 Foodstuffs 310.2 306.9 307.1 306.5 290.2 280.4 169.2 








16 Row Industrials ____ 220.0 218.8 220.9 222.8 227.9 253.8 148.2 
COMMODITY FUTURES INDEX 
140 DEC. JAN, FEB. MarR. 
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Average 1924-26 equals 100 


1950 1949 1947 1945 1941 1939 1938 1937 
High ......_ 135.15 139.28 175.65 106.41 84.60 64.67 54.95 82.44 
Low 131.21 122.45 117.14 93.90 55.45 46.59 45.03 52.03 
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Keeping Abreast of Industrial 


¢ and Company News ° 





At a cost of more than $10 million, Scovill Manu- 
facturing Company has placed in operation the 
world’s largest modernly equipped continuous strip 
mill. Through integration of flat-metal casting with 
cold rolling equipment, the company can now pro- 
duce by this method the heaviest coils in the brass 
industry, all with uniform structural soundness and 
creating substantial operating economies. 


Few concerns last year experienced such an in- 
satiable demand for their products as Seott Paper 
Company. Although plants of this enterprise oper- 
ated at full capacity throughout 1949, with paper 
machines generally running on a weekly- seven-day 
schedule and with output expanding 10.5% above 
1948, deliveries at the year-end were considerably 
short of customer requirements. Small wonder that 
sales and earnings of this 70-year-old concern 
reached new peaks. 


Continued good management of Goodyear Tire & 
Rubber Company has been assured for another year 
by the re-election of P. W. Litchfield as board chair- 
man and chief executive officer. Mr. Litchfield has 
been chief executive officer of Goodyear since 1926 
and has served continuously as a director of the 
company. 


South America has received the first commercial 
shipment of radioactive material by an American 
pharmaceutical firm. Gold irradiated in the Oak 
Ridge atomic pile was rushed by air to Abbott Lab- 
oratories for processing and thence to Cali, Colom- 
bia, for treatment of a malignant tumor. Unlike 
radium, this material may be used as a direct injec- 
tion to kill tumor cells. Irradiated gold, though, “‘de- 
cays” so fast that within three days only one-half 
of the original radioactivity remains, hence the need 
for super-speedy processing and transportation. 


The range of uses for Nylon is expanding so 
rapidly that there is no telling how far it may reach. 
E. I. du Pont de Nemours and its customers sur- 
prised visitors to the Fourth National Plastics Ex- 
position in Chicago by exhibiting such interésting 
items as gears for eggbeaters, dome light lenses for 
automobiles, mechanical parts for calculating ma- 
chines, bearings for textile machinery, bristles for 
brushes, and hair for dolls—all formed from Nylon. 
Use of this product for parachute ropes, clothes 
lines and shirts has seemed quite natural in view of 
its popularity as a hosiery material, but its adapta- 
tion in many unrelated fields has awakened consider- 
able amazement. Hardly less interesting has been 
du Pont’s development of lawn grass seeds in “ga- 
loshes and overcoats.” By coating these tinv seeds 
with a non-metallic, organic sulfur compound, 
4614% more healthy grass results. 
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The prosperous population of Caracas, Venezuela, 
will soon be thronging the aisles of Sears, Roebuck’s 
first store in that country, and the third in South 
America. Last year the company opened two units 
in Brazil. All of these new outlets are large and 
highly modernized, the one in Caracas having 60,000 
square feet of selling space, a 500-car parking area, 
a restaurant and a service station. Popular response 
to these stores is great because they not only pro- 
vide substantial local employment and opportunity 
to purchase many American goods, but also make a 
point of handling a long line of locally produced 
merchandise. 


The technicians of General Electric Company have 
achieved an improvement in home refrigerator man- 
ufacture that may establish a new trend in the in- 
dustry. To overcome a common source of service 
troubles arising from the use of door latches, the 
company has developed self-sealing magnetic doors 
that close almost without sound and form a tight 
seal with the cabinet. In other words, the equipment 
is latchless. Another innovation is an ice trav that 
permits ready removal of a single ice cube or as 
many as may be desired. 


In quite another field, General Electric seems 
about to reap the fruits of extensive research, by 
developing a new silicone solution for keeping water 
out of concrete and cinder blocks, porous stucco and 
sandlime brick. Manufacture of this new material, 
called Stopall, will be made by Stopall Waterproofing 
Manufacturers, Ine. of Kalamazoo, Michigan. Wide- 
spread consumer acceptance seems well assured as 
the most rigorous tests have fully established the 
merits of the product which satisfies a long felt 
want. 


The First Boston Corporation has announced the 
appointment of Louis E. Minugh as manager of the 
advertising department, with headquarters in New 
York. Mr. Minugh has been associated with the 
corporation for more than fifteen years and thus 
should fit easily into his new groove. 


Study of air currents over the Atlantic Ocean and 
adoption of flexible route planning has saved Pan 
American World Airways more than half a million 
dollars in the last two years. Pan American discov- 
ered, surprisingly enough, that by allowing its 
planes to drift when beam winds arose, rather than 
holding the craft to a rigid course, it could save 
more than half an hour’s flying time from former 
schedules between New York and London. The com- 
pany’s record of 8 hours and 55 minutes between 
these two points still stands, due to this method of 
putting the winds to work. 
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After three years of research, three million miles 
of test-driving and outlays of more than $30 million, 
International Harvester Corporation is now in pro- 
duction of a completely new line of trucks. These 
newcomers vary in weight from 4,200 pounds to as 
much as 50,000 pounds, depending on classification, 
with horsepower ranging from 100 up to 162. All 
have the most up-to-date improvements in design 
and engineering, including prebonderizing on body 
parts to resist rust, before application of paints. 
Though the truck division of the auto industry is 
experiencing slackened demand and competition has 
become very acute, IHC is now strongly situated to 
capture its share of available markets. 


Except for a few months prior to World War II, 
“liqueur quality” whiskies have not been available 
on a countrywide scale since 1919, but the picture 
has changed recently. Schenley Distributors, Ine. is 
now shipping to all leading markets limited quanti- 
ties of Old Schenley eight-year-old bonded bourbon, 
the maximum time practical for aging American 
whiskies. The company claims to be the only one 
with sufficient supplies of liquor this old to market 
in all areas. According to this same source, the de- 
mand for straight whiskies at the expense of blends 
is steadily rising, with a prospect that “straights” 
will account for about a third of total whiskey sales 
within the next few months. 


After 49 years of automobile manufacture, the 
motors division of Nash-Kelvinator Corporation has 
revived the name of one of its earliest models for 
its new “Rambler” car. Priced below the lowest of 
today’s 5-passenger convertibles, this completely 
new car will compete in the lowest priced automobile 
field, although included at no extra cost are such 
custom appointments as an electrically operated 
top, a conditioned air heater, foam cushions, direc- 
tion signals and other special features. The new car 
makes up to 30 miles per gallon, it is claimed. The 
company’s first Rambler was offered to the public 
back in 1902. 


The Government’s largest chemical rubber-produc- 
ing plant at Port Neches, Texas, operated by B. F. 
Goodrich Chemical Company, is having its output 
boosted to 85% of capacity of that portion of the 
plant not set aside on a stand-by basis. Total capac- 
ity of the huge plant is around 120,000 tons annu- 
ally, but half of it is in “stand-by.” Early this year 
output was at a rate of about 65% of capacity ; the 
latest boost reflects the increasing demand for the 
new, longer-wearing “cold rubber.” 


_ The American Telephone and Telegraph Company 
in the current vear has equipped still another im- 
portant ocean liner with continuous telephone serv- 
ice, in this instance the “Gripsholm,” Virtually anvy- 
where on the seven seas, passengers on this now 
luxurious steamship, launched in 1925 and famed 
for its service in the late war, can readily converse 
by radio-telephone with shore points. The transmit- 
ting and receiving facilities for contacting the Grips- 
holm are located at three points in New Jersey. 


Westinghouse Electric Corporation has instituted 
some interestine new policies to help support the 
nation’s railroads, increasingly exposed to severe 
competition from other forms of transportation. As 
the comnany last vear spent more than $40 million 
to ship its goods around the country, it is in a favor- 
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able position to lend substantial aid to the hard 
pressed roads. The program plans to ship goods by 
rail rather than by truck wherever rates and serv- 
ices are comparable, in recognition that Government 
subsidies of many kinds are giving the truckers un- 
fair advantages. Among the latter are the use of 
highways without payment of adequate fees; also, 
truckers can pick and choose the most profitable 
freight by not operating as common carriers. West- 
inghouse has formed its new policies after an ex- 
tensive study that indicated a choice between a 
universal and indispensable rail service and a re- 
stricted, specialized truck service which can ruin 
but never replace traffic by rail. 


A unique approach to employee-investor relation- 
ships has been provided by United Airlines in a 
booklet specially written to inform its sizable per- 
sonnel of its operating problems, earnings and capi- 
tal needs. One section depicts two pay windows, one 
for employee payrolls and one for stockholder pay- 
rolls. The company points out that though the first 
window has always been kept open, the one for 
stockholders has been open only five times in the 
past 16 years. The suggestion was made that unless 
both windows were kept open, stockholders will quit 
and invest their money elsewhere, rather than con- 
tinue to furnish for free the equipment that pro- 
vides jobs and wages. 


Faced with a net loss of more than $4 million on 
dining car operations last year, the Pennsylvania 
Railroad is making an all-out effort to overcome this 
handicap by improving the service in several ways. 
On some of the company’s streamliners, passengers 
will soon be eating in 2-car diners, one devoted en- 
tirely to nice tables, with the other containing the 
necessarily hot and odorous kitchens together with 
sleeping quarters for the crews. Following a poll of 
patrons, the company has also established “pot luck” 
dining service on three important trains. Complete 
meals featuring but one entree are thus offered at 
prices 30% to 40% under regular dining service. Of 
1200 passengers surveyed, 60° generally approved 
the new service, 30% were enthusiastic and only 
8% demurred. 


Sloane-Blabon Corporation, after months of re- 
search and testing, has rounded out its extensive 
line of floor tiling by introduction of some interest- 
ing rubber tiles. Marbleization extends through the 
entire thickness of these new tiles, which are highly 
resistant to indentation and have a high glossed 
surface. Selection may be made from 18 marbleized 
colors and one solid color. How complete the com- 
pany’s tile line has become is shown by offerings of 
Koroseal, asphalt, linoleum and Texfloor tiles, in 
addition to the new rubber products. 


Secony-Vacuum Oil Company, Inc. has found a 
solution to a problem that has plagued the ceramics 
industry for many years — fully automatic pressing 
of floor and wall tile. By the use of a special Socony- 
Vacuum wax emulsion, it has become possible to 
turn out as many as 360 pieces per minute from a 
single press. an improvement certain to establish 
radically reduced production costs on these widely 
used ceramic tiles. The new development resulted 
from a research program conducted at Rutgers Uni- 
versity under a three-year fellowship sponsored by 
Socony-Vacuum in the field of ceramics, and seems 
likely to pay off rather well. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 


and reliability of your broker. 


This service in conjunction with your 


subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Southern California 
Edison Company 
Will you kindly furnish statistics as 
to revenues of Southern California Edi- 
son, prospects and dividends. 
P. D., Waco, Texas 
Net income of Southern Cali- 
fornia Edison Company for 1949 
increased $7,081,224 over 1948 
and after all operating expenses, 
and taxes, and after payment of 
dividends on the preferred stocks, 
was equivalent to $2.99 per share 
for the common stock, compared 
with $1.83 per share in 1948. 
The increase was attributable 
to continued growth in revenue 
and to substantially lower fuel 
costs and greater efficiencies. 
There were no frequency change 
charges in 1949 in contrast to the 
very heavy charges for that work 
in the preceding three years. Sub- 
stantially all of the frequency 
change savings were, however, 
offset by large increases in taxes, 


maintenance, depreciation and 
other costs. 
Gross revenue for 1949 


amounted to $101,793,987, an in- 
crease of $4,199,813 or 4.3% over 
1948. Operating expenses, includ- 
ing maintenance, fuel, purchased 
power, materials and_ supplies, 
and labor, were $45,768,695, an 
increase of $1,601,381 or 3.6% 
compared with like charges for 
1948. Provision for federal in- 
come taxes were $8,700,000 an in- 
crease of $4,290,000 over 1948. 
Other taxes were $11,653,003, an 
increase of $1,418,830 over 1948. 

The company expects that 1950 
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gross revenue will be slightly 
greater than in 1949. Operating 
expenses may be slightly less than 
in 1949, and in the absence of an 
unexpected rapid change in trend, 
net income for 1950 should closely 
approximate results for 1949. 

The company’s plant budget for 
new construction for 1950 totals 
$51,518,523, or $18,708,562 less 
than for 1949. This reflects a re- 
turn to a more normal condition 
following four years of the 
largest construction program in 
the company’s history. The 1950 
construction program will require 
the securing of approximately 
$27 million of additional funds 
from outside sources. 

Dividends in 1949 amounted to 
$1.75 per share and current quar- 
terly rate is 50¢ per share. 


National Gypsum Company 


I have subscribed to your publication 
for a good many years and have found 
it very helpful. Would appreciate re- 
ceiving data on National Gypsum Com- 
pany ; particularly interested in com- 
pany’s working — po 

., Omaha, Neb. 

National Gypsum Company, 
leading producer of building ma- 
terials, reported net sales of $59,- 
439,883 for 1949. Compared with 
1948 record high, this was a de- 
cline of $8,685,352 of which 
$1,300,000 resulted from reduc- 
tions in prices. 

Despite this loss in income, the 
company substantially increased 
its net worth and working capital 
and raised its annual dividend 
payments to $1.25 per share. 


National Gypsum’s net worth 
rose from $44,964,338 in 1948 to 
$48,100,466 last year and work- 
ing capital was increased from 
$16,773,837 to $20,852,468. Earn- 
ings for the year totaled $5,836,- 
707, or $2.57 per share of com- 
mon stock. This compared with 
earnings of $7,997,976 or $3.60 
per common share, in 1948. 

Business activity in the build- 
ing industry during 1949 declined 
considerably during the first half 
of the year but in mid-Summer, 
demand took a sharp upturn and 
companys’ plant capacities were 
taxed throughout the last five 
months. The company anticipates 
an eventual tapering off to more 
normal building activity and has 
fortified its position with new 
products and additional selling 
power to assure further progress. 

Sales of the company for the 
first two months of 1950 ran sub- 
stantially ahead of the same 
period last year. Company has a 
fair backlog of business on its 
books and because of continued 
heavy activity in the building in- 
dustry, it is believed that the 
present level of production at 
company’s plants will be sus- 
tained throughout the first half 
of 1950. 


National Supply Company 


Please explain the reason for decline 
in income of National Supply Company 
last year and advise on prospects over 
coming months. 

B. E., Laramie, Wyoming 

Sales of National Supply Com- 
pany for 1949 were $130,885,882, 
as compared with $160,100,318 in 
the previous year. Net income 
amounted to $5,660,591, off $6,- 
566,771 from 1948. 

In relation to sales, net income 
was 4.32%, or slightly lower than 
the average of the past ten years. 
Earnings per share on the com- 
mon stock were $3.44—well above 
the past ten-year average. Book 
value per share of common stock 
was $36.69, an increase of $2.72 
for the year. 

Dividends of $1.60 per share 
on the common stock were paid 
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in 1949, compared with $1.40 per 
share in the previous year. 

The decline in income last year 
was due to smaller demand for oil 
field equipment and supplies due 
to leveling off of domestic oil field 
activity. Wells now completed in 
the Middle-East can produce more 
oil than is presently required in 
Europe and Asia. Production in 
South America has been curtailed 
on account of the world competi- 
tive situation. Discovery of new 
oil fields in Canada during the 
past two years has raised the 
capacity of that country to pro- 
duce petroleum far beyond their 
domestic requirements. 

While National Supply does a 
substantial amount of business 
with foreign oil concerns, and 
American companies operating 
abroad, its activities are pres- 
ently hampered by devaluation of 
foreign currencies and the lack of 
American dollars to pay for 
equipment. 


The company’s plants improve-: 


ment program, begun promptly 
after the close of the war, is near- 
ing completion. A total of $25,- 
250,000 will have been expended 
on plant rehabilitation and mod- 
ernization for new tools and 
equipment by the end of 1950. 
A drop in sales in the fourth 
quarter of 1949 reflected loss of 
tubular production, idled by the 
steel strike. The strike closed 
company’s pipe mills for eight 
weeks, beginning October Ist. 
While supply of foreign and 
domestic oil in excess of present 
demand has had an adverse effect 
on oil field equipment and supply 
sales, general pipe sales should 
continue at present high levels 
through the Summer of 1950. 


Avco Manufacturing Corporation 

Please advise on principal fields Avco 
Manufacturing is engaged in, recent 
earnings and financial position. 

E. F., Colorado Springs, Colo. 

Consolidated net sales of Avco 
Manufacturing Corporation for 
the fiscal year ended November 
80, 1949, amounted to $137,398,- 
554, as compared with $140,515,- 
462 for 1948. 

Consolidated net income of the 
corporation for 1949 fiscal year 
amounted to $4,150,466, equal 
after preferred dividends to 54¢ 
a share on the common stock, as 
compared with $7,913,736, or 
$1.11 per common share in the 
1948 fiscal year. 

Earnings in 1949 were ad- 
versely affected by the slump in 
television and appliance sales 
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during the Summer months, cur- 
tailment of production by early 
model changeovers of certain 
household appliances, and com- 
petitive price reductions. 

During the 1949 fiscal year 
Aveo launched a vigorous pro- 
gram designed to consolidate and 
further strengthen its position in 
radio and television, home appli- 
ances, farm equipment and broad- 
casting—the four principal fields 
in which the corporation is en- 
gaged in. 

1949 fiscal year marked the 
completion of Avco’s major post- 
war expansion and improvement 
program. 

Net tangible assets of the cor- 
poration at the close of 1949 fiscal 
year have increased to $62,563,- 
432, and this compares with $61,- 
085,101 on November 30, 1948. 

Dividends in 1949 totaled 30¢ 
per share. Consolidated net income 
for three months ended February 
28, 1950, was 15 cents per share. 


Rheem Manufacturing Company 
I would appreciate information as to 
products manufactured by Rheem Man- 
ufacturing Company; also comments on 

recent operations and dividends. 
J.C., Columbus, Ohio 

Rheem Manufacturing Com- 
pany manufactures various prod- 
ucts made from sheet steel, such 
as electrically welded drums, bar- 
rels, tanks and pails, and a line 
of household and general utility 
products. The latter includes 
electric, coal- and oil-burning, and 
gas-fired automatic water heaters ; 
floor furnaces and space heaters; 
automatic coal stokers and stoker- 
fired appliances ; winter air-condi- 
tioners; and evaporative coolers 
and water softeners. 

Company’s earnings for 1949 
were $2,625,862, equal after pre- 
ferred dividends to $2.51 per com- 
mon share. This compares with 
1948 earnings of $3,162,903, or 
$3.04 per common share. Net 
sales in 1949 were $49,754,531, 
as compared with $58,744,097 in 
1948. 

Operating result for the second 
half of 1949, despite a moderate 
curtailment of production due to 
the steel strike, showed a marked 
improvement in sales and earn- 
ings over the first half of the 
year. Net sales for the second 
half of 1949 were $25,941,531, an 
increase of 9% over the $23,813,- 
000 reported for the first half, 
while net earnings were $1,481,- 
457, as against $1,144,405, or an 
increase of 29%. 

From the standpoint of manu- 
facturing, 1949 was noteworthy 
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in that the program of “stream- 
lining” begun the previous year, 
together with the continued in- 
stallation of better equipment, 
paid off in higher efficiency and 
improved quality. The expense of 
closing the Birmingham plant and 


moving its production to the 
Chicago, Sparrows Point and 
Houston plants were absorbed in 
1949. 

Dividends in 1949 amounted to 
$1.60 per share and the current 
40¢ quarterly rate is expected to 
continue. 


Motorola, Inc. 


Please report sales volume last year 
for Motorola and near-term prospects 
for the company. 

T. B., New Rochelle, N.Y. 


Consolidated net sales of Mo- 
torola, Inc. for the year ended 
December 31, 1949 totaled $81,- 
803,357. Net earnings for the 
period totaled $5,280,196, equiva- 
lent to $6.60 per share. 

Comparative figures for the 
year of 1948 are not available 
since all financial information for 
prior years was reported for the 
parent comapny, Motorola, Inc. 
alone. 

It is difficult to forecast, with 
any degree of accuracy, sales vol- 
ume for the full year inasmuch as 
the last quarter of 1949 accounted 
for approximately 45% of the en- 
tire year sales in television. The 
sales curve for the year 1950 will 
probably differ, with sales already 
at the beginning of 1950 at a 
much higher level than in the 
start of 1949. 

Sales for the first quarter of 
1950 will be substantially higher 
than the sales volume of $15,200,- 
000 obtained during the corre- 
sponding period in 1949. Accord- 
ing to present market indications, 
Motorola car radio sales should 
be substantially greater than last 
year. Reports from the field indi- 
cate that a much higher percent- 
age of new cars are being de- 
livered without radios, resulting 
in a greatly expanding “after 
market” demand. 

Motorola’s television sales have 
shown a tremendous increase in 
this quarter as compared with 
the first quarter of 1949. Capacity 
production will be far short of re- 
quirements and merchandise is 
expected to continue to be allo- 
cated for at least the near-term. 

Dividends in 1949 amounted to 
75¢ per common share and 75¢ 
was paid on January 16, 1950 and 
this included a 3714¢ special divi- 
dend. (Please turn to page 54) 
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New Potentials in Aircrafts? 





(Continued from page 32) 


to Boeing Airplane Company for 
establishing an outstanding gain 
in 1949 sales and earnings, and 
the momentum will likely extend 
into the current year. Volume 
soared to $287 million from $127 
million in 1948, with net per 
share advancing to $4.08 from 
$1.59. It should be realized that 
in the two past years Boeing has 
had to charge off aggregate losses 
of about $15 million on unprofit- 
able construction of Stratocruiser 
planes, an adverse factor that 
will no longer exist. 

As the company started 1950 
with huge backlog orders of 
$428 million, largely representing 
bombers and military transports, 
sales should continue at a high 
level and earnings may show con- 
siderable improvement. Orders 
for B-50s, B-54s and C-97s are 
sizeable and the company has 
been awarded substantial con- 
tracts for modifying some other 
planes about to be shipped over- 
seas to Atlantic Pact countries. 
The Government plans, for ‘ev- 
ample, to reactivate a number of 
B-29s, of which about 75 have 
already been earmarked for ship- 
ment abroad. Boeing stockholders 
should have confidence that total 
dividends in 1950 will at least 
match the $2 per share paid last 
year. 


Curtiss-Wright Corp. 


Curtiss - Wright Corporation 
presently is making no complete 
aircraft, but sales of engines, 
propellers and parts raised 1949 
volume to $128 million. The com- 
pany claims to have supplied over 
half of all domestic requirements 
for propellers and its Wright 
Aeronautical Corporation subsid- 
iary sold more engines and parts 
last year than in 1948. Under new 
management, Curtiss-Wright is 
stressing engineering and _ re- 
search on an increased scale, 1949 
expenses for these amounting to 
$12 million compared with $6.5 
million in the previous year. Dur- 
ing the first half of 1949, opera- 
tions were in the red, but a re- 
versal of the trend in the second 
half enabled the company to re- 
port final net of 12 cents a share 
compared with 46 cents in 1948. 

Unfilled orders of $132.7 mil- 
lion at the start of 1950 enhanced 
the outlook but earnings seem 
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likely to continue modest. In time, 
the new management may be able 
to utilize ample working capital 
of $92.7 million more profitably 
than in recent years but the out- 
look is obscure. Payment of divi- 
dends in 1948-49 out of accumu- 
lated earnings largely accounted 
for a decline of $25.2 million in 
net current assets during the 
period, a trend that cannot be 
extended indefinitely. 


North American Aviation 


The outlook of North American 
Aviation, Inc. is quite favorable. 
An order backlog of $228 million 
on September 30 has risen con- 
siderably further by the end of 
the year, at which time the com- 
pany had negotiated or was ne- 
gotiating new contracts involving 
about $105 million. Sales of air- 
planes and parts to the Air Force 
and Navy in 1949 accounted for 
98% of the $124 million net vol- 
ume. On this type of business the 
management displayed above- 
average efficiency in establishing 
an operating margin of 9.2%, as 
a result of which net earnings 
on increased sales rose to $2.13 
per share from $1.97 in 1948. 

The company, as others, has 
explained to stockholders how its 
earnings potentials are clouded 
by Government contracts that 
provide for retroactive price re- 
visions either upward or down- 
ward. In its annual _ report, 
though, North American also 
points out that in the course of a 
decade it has paid a total of $34.3 
million in dividends, the largest 
amount of any concern in the 
industry. 


Grumman Aircraft Engineer- 
ing Corporation enjoys an envi- 
able position as the largest sup- 
plier of Navy planes, and seems 
likely to broaden its market with 
the Air Force. On sales of $59.9 
million in 1949, a rise of 46% 
over the preceding year, earnings 
advanced to $3.19 per share from 
$2.39 in 1948. Since Grumman is 
now in quantity production of its 
efficient F9Fs and total unfilled 
orders of $135 million on Decem- 
ber 31 represented more than 
two years’ business, some further 
improvement in net would not 
surprise. While the company 
maintains no regular dividend 
rate, payment of $1 per share 
semi-annually appears depend- 
able. 


The improved outlook for the 
aircraft industry has heightened 


speculative interest in the shares 
since the start of 1950. The MWS 
index for the group reached a 
peak of 199.5 on March 4, a new 
high since 1946, but a week later 
receded to 190.9 under profit tak- 
ing. The advance has been par- 
ticularly notable because it started 
from a low base of 138.2 for 
1949-50. The wide gain attests ta 
the unusual volatility character- 
istic of aircraft shares. But de- 
spite their decidely speculative 
tinge, selected issues at this stage 
have a measure of attraction, 
based on potentialities for con- 
tinued participation in military 
orders and the ability to translate 
such business into profits. Douglas, 
Grumman, Lockheed and Consoli- 
dated Vultee appear well situated 
in this respect, though the degree 
of risk naturally varies as ex- 
plained in the foregoing. 





Around the World 





(Continued from page 35) 
they used to get before the war, 
Higher prices of American im- 
ports since the September deval- 
uation is still another contribut- 
ing factor. The fact remains that 
the problem of checking inflation 
is real, and the sooner Australia 
does something about it the bet- 
ter. A compromise solution may 
be worked out—probably calling 
for an up-valuation of 10 to 12 
per cent. 


Dollar Loans to Franco 


Economically, there has been 
no improvement in Franco’s Spain 
where difficult conditions con- 
tinue. In fact they have become 
so difficult that something had to 
be done about it, and quickly. Re- 
buffed by the western nations, 
Franco in his desperation had be- 
gun to flirt with the Kremlin — 
reportedly in an effort to nego- 
tiate a trade agreement that 
might help ease some of his 
troubles. Needléss to say, the idea 
was utterly distasteful to the 
West. While they dislike Franco 
and his regime, they hate and dis- 
trust the Kremlin more. Besides, 
Spain is of certain strategic im- 
portance in the western anti- 
communist defense scheme; for 
this reason alone, any rapproche- 
ment between Franco and Stalin 
would be considerably less than 
welcome. 


There is no love lost between 
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the two, to be sure, but both are 
realists. And most likely, Franco’s 
moves were merely intended to 
goad the western nations into a 
more accommodating attitude. His 
efforts to obtain an Export- 
Import Bank loan had fallen 
through, allegedly purely on the 
ground that Spain had not pro- 
posed specific projects that the 
bank would consider sound busi- 
ness risks. But it is also known 
that there was a great deal of op- 
position to a Spanish loan for 
purely political reasons. 


New York banks have now 
come to the rescue. Some time 
ago, the Chase National Bank 
loaned Spain $25 million, secured 
by gold, to be used for the pur- 
chase of agricultural machinery, 
fertilizer and foodstuffs, and this 
loan may be raised by another $5 
million to buy wheat. More re- 
cently, the National City Bank of 
New York announced that it had 
lent Spain $20 million, also fully 
secured by gold. The State De- 
partment commented that it 
neither encouraged nor opposed 
the transaction, and that no at- 
tempt was made to intervene. 


Obviously the idea is gaining 
ground that something must be 
done to help Spain, whether we 
like it or not. Certainly nothing 
can be gained by driving the 
country to desperate measures, or 
by letting conditions deteriorate 
to the detriment of European sta- 
bility. Our guess is that more will 
be heard, and done, about this 
matter before long. 





Investment Research in 
Drug Companies 





(Continued from page 25) 


from these products presumably 
will at least hold their own. Both 
dollar and unit sales of Vitamin,, 
and Animal Protein drugs, newly 
introduced products, were of rec- 
ord proportions. 


It is interesting to note that as 
early as 1947, Merck began to 
produce antihistamine remedies, 
but has sold them for prescrip- 
tion use only. In the current year 
the company will start producing 
synthetic Vitamin A and foresees 
interesting potentials. Business 
of this manufacturer is on a 
worldwide scale and exports in 
1949 accounted for about 25% of 
total volume. Since the end of the 
late war, Merck has spent about 
$25 million to enlarge plants and 
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inventories, $15 million of the 
needed funds coming from re- 
tained earnings and the balance 
from sale of stock. An issue of 
$5 million 134,% notes, due 1952, 
represents the only funded debt. 
Producers of proprietary drugs 
and cosmetics are subject to much 
heavier competition than manu- 
facturers of ethicals, besides be- 
ing more sensitive to changes in 
economic conditions. On the other 
hand, when the popularity of one 
of these products has become 
firmly established, its manufac- 
turer can count on relatively 
stable sales. But volume and 
earnings hinge importantly on 
promotional activities that in- 
volve large outlays and may or 
may not prove successful. Broad 
diversification and aggressive 
sales policies by a few large con- 
cerns have offset these adverse 
factors, resulting in stable divi- 
dends and marked growth. 


American Home Products Corp. 


The investment rating of 
American Home Products Corpo- 
ration has progressively improved 
over a long period of years be- 
cause of the foregoing factors. 
An unbroken dividend record 
since 1926 has engendered confi- 
dence in continued stability, while 
a 125% gain in earnings in the 
last decade has been attended by 
increased liberality to  stock- 
holders. The operations of this 
concern are considerably stabi- 
lized by the fact about 40% of 
its output consists of ethical 
drugs and the balance consists of 
packaged goods, baby foods, cake 
and biscuit mixes, floor waxes and 
many other items. In the course 
of 20 years, the company has con- 
sistently operated at a_ profit, 
even in 1932 earning $2.57 on 
shares outstanding at the year- 
end. American Home Products 
surmounted its postwar readjust- 
ment problems fully two years 
ago and its outlook for 1950 is 
very encouraging. The company’s 
shares at a recent price of 33 
yield 5.2%, based on 1949 divi- 
dends, thus providing a rather 
attractive income for an equity of 
this quality. 

The experience of Rexall Drug, 
Inc. in 1949 presents a strong 
contrast with the generally satis- 
factory record of the industry, 
because operation of 345 chain 
drug stores far transcends in im- 
portance the company’s manufac- 
ture of drugs. Consolidated sales 
dropped to $156 million in 1949 
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from $173.9 million in 1948. Clo- 
sure of numerous’ unprofitable 


stores, lower sales and heavy 
overhead combined to adversely 
affect profit margins, resulting in 
a deficit of $1.25 million or 36 
cents a share versus a profit of 
40 cents a share in the preceding 
year. While a program now under 
way to open a number of modern 
stores and eliminate many mar- 
ginal units may in time restore 
the company’s earning power, the 
outlook remains obscure. 
Generally speaking, sales of the 
drug industry should rise moder- 
ately in the current year despite 
the handicap of foreign currency 
devaluations which may tend to 
affect exports and make for in- 
creased competition in world mar- 
kets, quite apart from lower in- 
come, in dollar terms, from for- 
eign subsidiary operations of 
American concerns. These fac- 
tors are offset by existing excel- 
lent demand potentials not only 
at home but abroad, by fairly 
stable cost factors, and above all 
by benefits of constant and exten- 
sive research activity with re- 
sultant new product development. 
Hence the industry, in the past 
known for stability of income 
even in depressive years, also of- 
fers distinct growth character- 
istics which make for relatively 
high market appraisal of leading 
drug company shares. As _ the 
table shows, price-earnings ratios 
are considerably wider’ than 
those currently prevailing even 
for good grade industrial stocks, 
and yields rather more modest. 
Investors looking for dependable 
income plus appreciation poten- 
tials will find suitable media in 
selected drug shares, with Abbott 
Laboratories, Sharp & Dohme, 
Sterling Drug, American Home 
Products, Park Davis & Co., and 
Merck & Co. suitable even for 
conservative portfolios. 





Another Let-Down 
in Textiles? 





(Continued from page 29) 


and commodity prices have shown 
indications of firming—the threat 
of inventory losses should be min- 
imized. 

Unless by chance, general busi- 
ness should retreat to a greater 
extent late in the year than now 
is generally anticipated, typical 
textile companies appear in line 
for more satisfactory earnings 
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Meet a new kind of assembly line 
that works on 4-floors at once! 


What you see above is Packard’s multimillion-dollar 
answer to the postwar demand for more intensive 
use of existing manufacturing area. 


Complicated? To production experts, it’s a beau- 
tiful picture of smooth, efficient simplicity. 





1950 — 
(projected) $18,996,000 





PACKARD EXPENDITURES FOR PLANT, MACHINERY, 
20- REREE sunay —-AND TOOLS—1940-1950 


194) — ER $6,334,305 
1942 — RR $3,074,641 


pat 100% war production 


1945 — I $6,228,106 

L\ — hea eS $12.130,152 
ee ee. 
18 — RE $6,870,057 

1949 — eR $7,984,095 











The cost of keeping ahead: The expenditures charted above 
reflect the rapidity, and the scope, of Packard’s preparations for 
the return of keener competition. Sound, long-range reinvestment 
of earnings has kept Packard financially strong, and has provided 
the finest working facilities in Packard’s entire 50-year history. 


APRIL 8, 1950 


As you see in this schematic drawing, component 
parts move in with unhurried speed from the 
various departments of Packard’s mile-long plants 
—and then converge, “‘escalator-style,”’ 
assembly line. 


at the final 


Teletype scheduling maintains smooth, split- 
second control of the entire operation. 

The result is a steady flow of components without 
the usual “accordion-action” result of interfloor 
movement, and without long hauls of heavy materials. 

And what’s the pay-off, for the consumer, in this 
constant pioneering of new manufacturing 
techniques? 

Answer: Today’s precision-built, 135-HP Packard 
Fight is priced lower than many lighter-built, lower- 
powered eights . . . lower, even than some of the 


PACKARD 


ASK THE MAN WHO OWNS ONE 
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than in 1949. Competition seems 
likely to become more aggressive, 
however, and those companies 
which have been unable to keep 
pace in installation of labor-sav- 
ing equipment may feel the im- 
pact of narrowing profit margins. 


‘In rayon, American Viscose 
should turn in a better record this 
year than the estimated $8 a 
share for 1949, which compared 
with $13.65 in 1948. Industrial 
Rayon gives promise of bettering 
its 1949 record of $6.01 a share, 
which compared with $8.31 in 
1948. Celanese also has strength- 
ened its competitive position — 
notably in chemicals — and ap- 
pears headed for a more satisfac- 
tory year. 


Cotton goods producers on the 
average should fare reasonably 
well, for threat of inventory 
losses appears negligible. The effi- 
cient, well intrenched companies, 
at least, may be expected to show 
improvement over last year. 


The outlook is less assured in 
woolen goods, where conditions 
seem unsettled by threat of com- 
petition from lightweight syn- 
thetics and consumer resistance 
to high woolen prices. Adverse 
trends in apparel lines, where 
margins have narrowed, present 
problems for integrated com- 
panies such as Bond Stores, Cluett 
Peabody, Goodall-Sanford, Mun- 
singwear and Richman Bros. 


Principal hosiery and under- 
wear manufacturers seem well 
situated to experience satisfac- 
tory results this year unless 
unfavorable business conditions 
should undermine national income 
— which at the moment seems 
unlikely. Profit margins for com- 
panies like Burlington Mills, Pa- 
cific Mills, J. P. Stevens and 
United Merchants & Manufac- 
turers should widen this year, but 
earnings comparable with excep- 
tionally high 1948 totals scarcely 
seem likely. 





Breaking Down 
the Consumer Dollar 





(Continued from page 21) 


rather than last year’s pattern of 
public spending, the accompany- 
ing tabulation of personal con- 
sumption expenditures by type of 
product nevertheless presents a 
wealth of interesting informa- 
tion. This series of data, also 
compiled by the Department of 
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Commerce, confirms the main 
trends pointed out before, namely 
a continued high percentage of 
outlays for durable goods, a drop 
in non-durables and a small over- 
all decline in total expenditures 
for both categories. On the other 
hand, outlays for services which 
have been in a marked decline, 
percentagewise, since the Thirties, 
have turned up somewhat. Dollar- 
wise, they are still running at 
more than double prewar, mainly 
reflecting higher prices. 


Food and Clothing 


Spending for food and tobacco 
has remained considerably higher 
than prewar ,both dollarwise and 
percentagewise, but the latter 
ratio has remained fairly con- 
stant since 1944. Food store sales 
rose further since the previous 
year, reflecting chiefly price 
trends, but the turnover of res- 
taurants, hotels, bars, etc. ad- 
vanced only nominally. Consider- 
ing prevailing higher prices, this 
points to a net decline in their 
business. 

Against total outlays of $65.2 
billion for food (including $4.1 
billion for tobacco), the public 
spent $23.8 billion for clothing, 
accessories, shoes, jewelry and 
for such services as laundering, 
dry cleaning, fur storage and re- 
pairs of various kinds. While this 
was $1.2 billion more than in 
1947, the ratio to total consump- 
tion expenditures declined to 
13.3% from 13.7% in the former 
year, again approaching pre-war 
relationships. During the war, in 
1945, the ratio rose to as high as 
16.4%. 

Expenditures for personal care, 
totalling $2.3 billion or 1.3 cents 
of the consumer dollar spent, 
have remained fairly constant 
over the longer term on a per- 
centage basis, though the dollar 
total is about double prewar, 
principally reflecting higher 
prices, excise taxes, etc. Outlays 
for housing, that is those con- 
nected with home ownership as 
well as rent payments, both dol- 
larwise and_ percentagewise 
showed a moderate increase, the 
result of higher costs and rentals. 


The cost of household opera- 
tion advanced by $2.4 billion, but 
percentagewise only by 0.4%, the 
rise being mainly due to extensive 
buying of furniture, household 
appliances and other furnishings 
considerably stimulated by the 
building boom, but fuel costs and 
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the cost of utilities also rose as 
did numerous miscellaneous items. 
Altogether, 8.9 cents of the total 
consumer dollar went for hous- 
ing, and 13.8 cents for household 
operation (excluding food). An- 
other 4.7 cents went for medical 
care and related expenditures, for 
a total of nearly $8.5 billion, one 
billion more than the year before. 


The item transportation, total- 
ling $17.6 billion or 9.8 cents of 
the consumer dollar, includes 
$14.1 billion for user-operated 
transportation, that is principally 
the operation of automobiles, and 
only $2.1 billion for purchased 
local transportation and $1.1 bil- 
lion for inter-city transportation. 
The nation’s transportation bill, 
in other words, exceeds that for 
housing by a considerable mar- 
gin. It includes such items as $1.6 
billion spent for tires, tubes and 
auto accessories, apart from the 
multi-billion dollar bill for new 
and used cars, $1.3 billion for 
garaging and servicing, and $4.1 
billion spent for gasoline and oil. 


Equally if not more impressive 
is the total of $10 billion spent 
for recreation — about 514 cents 
of the consumer dollar, compared 
with 8.9 cents spent for housing 
and 13.3 cents expended for cloth- 
ing, etc. The latter is exceeded 
by the total of transportation plus 
recreation, as simple addition will 
show, as is the amount spent for 
household operation. Either items 
compare with a relatively insig- 
nificant $1.1 billion spent for pri- 
vate education and_ research, 
amounting to less than one cent 
of the consumer dollar. 


Our Recreation Bill 


But considering the increased 
leisure time that has become a 
part of modern life, the size of 
the recreation bill is not too sur- 
prising. A break-down is highly 
interesting. The biggest item, 
$6.1 billion, went for informal 
recreation including reading mat- 
ter ($1.9 billion), radios and 
phonographs ($1.8 billion), toys 
and sport supplies ($1 billion) 
and a host of other recreational 
items whereamong some $600 
million for gardening. Movies 
alone took in some $1.4 billion but 
only $88 million were spent for 
legitimate theaters and opera, 
both items showing moderate de- 
clines from the preceding year. 
Altogether, some $1.8 billion was 
spent for admissions to “specta- 
tor amusements.” Pari-mutuel net 
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receipts came to $224 million and 
$154 million went into “non-vend- 
ing coin machines” (receipts 
minus pay-off), all of which adds 
up to a sizeable gambling bill. 
$126 million was spent in billiard 
parlors and bowling alleys. 


These recreational items cer- 
tainly loom large when compared 
with $1.1 billion spent for private 
education and research, $2.1 bil- 
lion spent for doctors’ care and 
$864 million representing the na- 
tion’s dentist bill. By comparison 
also, consumers spent $1.4 billion 
for drugs, medicines and sundries 
while private hospital services 
took $1.56 billion of the con- 
sumers’ money. 

While shoppers in recent years 
have been breaking records, they 
have been spreading their money 
somewhat differently than pre- 
war, as consultation of the tabu- 
lay material will show, and such 
shifts are forever occurring, 
whether from choice or necessity. 
Governing factors include not 
only the trend of personal in- 
comes but the price-income dis- 
parity as it affects the various 
segments of the population, and 
the degree of personal security or 


caution which is always an im- 
portant determinant of consumer 
spending. While the income trend 
leads in importance, the other 
two elements in the equation 
should never be underrated, for 
they can and will importantly de- 
termine not only overall spend- 
ing, but the spending pattern. 





The Bankruptcy of Our 
Farm Policy 





(Continued from page 13) 


historical process. Inefficient farm- 
ers are encouraged to stay in pro- 
duction while efficient farmers are 
handicapped by quotas. Price sup- 
ports also encourage inefficiency 
and, of course, raise prices above 
economic levels. At the present 
time, all of the grains and cotton 
needed here and for export could 
be produced profitably by the more 
efficient section of our farmers at 
something like 50 to 60 percent of 
present prices. Think this over. 
It means that, in order to main- 
tain a comparatively small mi- 
nority of inefficient farms and 
farmers in operation, our national 


bill for farm products is hiked 80 
to 100 percent. 

Inefficient farmers who should 
have been moving off the farms 
into industry and trade have been 
subsidized to stay on the farms. 
This means fewer workers for 
industry, which the labor bosses 
welcome since it strengthens their 
monopoly. Meanwhile, the abnor- 
mally high levels of food prices 
are used by labor to force wages 
to uneconomic levels. It is a vi- 
cious sycle. 

Years ago, someone in the De- 
partment of Agriculture made a 
time chart showing a close rela- 
tionship between farm products 
prices and industrial activity. 
Ever since, it has been claimed 
that high farm prices are essen- 
tial to industrial prosperity, and 
that prosperity of the entire coun- 
try is dependent upon agriculture 
being prosperous. Such assump- 
tions, in this highly industrial- 
ized country of ours, are perfect- 
ly ridiculous but these untruths 
still are uttered constantly with- 
out being challenged. Actually, as 
every student of economics knows, 
agricultural prosperity is depend- 
ent upon industrial prosperity. 





an unbroken 
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NORTH CHICAGO, 





ANNUAL DIVIDENDS* 


1949—Adijusted on basis 


1949 @ 1.80 < oF 2-F0r-1 stock split 
1948 @ 3.40 
1947 @ 3.25 
1946 @ 2.87 < 
1945 @ 2.20 
1944 @ 2.20 < 


1946—2-for-1 stock split 
and rights 


1944—rights voted 


1943 @ 2.00 


1942 @ 1.90 


1941 @ 2.15 


1940 @ 2.15 
1939 @ 2.05 < pois stock dividend 
ILLINOIS 1938 @ 1.70 


1937 @ 2.10 


Manufacturers of Fine Pharmaceutical, 


Biological and Chemical Products since 1888 


TRADED 1929_ chicago Stock Exchange 1937— New York Stock Exchange 


1949_ san Francisco Stock Exchange 1949_ Midwest Stock Exchange 


3,739,814 Shares of Common Stock Outstanding 
NO BONDED INDEBTEDNESS 
NO PREFERRED STOCK 
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1936 @ 2.07 « 
1935 @ 2.45 < 
1934 @ 2.50 
1933 @ 2.00 
1932 @ 2.12 
1931 @ 2.50 
1930 @ 2.00 

1929 @ 2.42 





1936—3-for-1 stock split 
1935—3343% stock dividend 


*ON BASIS OF TOTAL NUMBER OF 
SHARES OUTSTANDING AT THE 
CLOSE OF EACH YEAR. 
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Agriculture is entitled to prices 
for its crops that will enable it 
to produce, over a period of years, 
at a decent profit. The same can 
be said for any enterprise. Farm- 
ers, as a whole, are entitled to no 
larger share of the national in- 
come than they can honestly earn. 
Any attempt, such as the Bran- 
nan plan, to raise by Federal sub- 
sidies agriculture’s share of the 
national income might seem to 
work for a year or two but in- 
evitably the high costs would ul- 
timately wreck our economy, and 
farmers with it. 


Panaceas 


For years, Congress has been 
adopting one panacea after an- 


other—at the expense of taxpay- 


ers and consumers — motivated 
primarily by political considera- 
tions. The main issue, i.e., farm 
overpopulation and farming on 
worn-out, inefficient land, has 
been carefully avoided. Billions of 
dollars have been spent in efforts 
to perpetuate these economic 
monstrosities, but little or noth- 
ing to alleviate this cancer on 
our economic system. 

Only in a recognizably static 
economy is there any justification 
for attempting to keep unneeded 
farmers on the land. But, that is 
just what we have been doing 
with our farm policies for the 
last 15 years or more. We should 
have been encouraging inefficient 
farmers to get out of production, 
and we should have been encour- 
aging taking poor land out of 
production. The true answer to 
our “farm problem” is as simple 
as that. 


Need for Intermediate Assistance 


Normally, there would be no 
justification for helping individ- 
ual farmers to get out of farming 
into other occupations but our 
national policy has been just the 
reverse for so long that some in- 
termediate assistance may be 
needed. Eventually, the farm pro- 
gram as it has been conceived will 
break down and have to be aban- 
doned, and hence the less efficient 
farmers will be better off if they 
get out of farming while the get- 
ting is still good. 

Poorer lands taken out of farm- 
ing could be added to national 
forests or used for grazing. 

While all this would cost money, 
it would be permanent solution. 
Now that farmers have been 
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SUMMARY OF 1949 ANNUAL REPORT 
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From other sources—interest, dividends, re 
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35,010,303 | 5,645,040 
$356,905,827 D $27,656,142 

For improvements, sinking funds, and othe 

purposes . $6,869,827 D $15,288,468 
Due principally to work stoppages in the and | industries, freight revenues 
were $39,728,935 less in 1949 than in 1948. Passenger rev enues were $2,670,298 less. 
The 40-hour week established for certain classes of employees September |, 1949 
and the increase in rates of pay, both recommended by the Presidential Emergency 

Board, were largely responsible for the high level of operating expenses in 1949. 

The return on the net investment of the Company in property devoted to public 

transportation in 1949 was 2.77%, or points less than the 4.3% in 1948. 

During 1949, outstanding System interest-bearing debt, including equipment 
trusts, was further reduced $15,041,414. 
A dividend of $1.00 per share on Preferred Stock was declared December 21, 

1949, and paid January 25, 1950, to stockholders of record January 3, 1950. 
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coddled for so many years, some 
of them could not stand up against 
the abandoning of all price sup- 
port measures which would per- 
mit prices to fall to their true 
supply-demand levels. The great 
majority of farmers need no Fed- 
eral assistance. While they have 
taken the handouts at consider- 
able cost to their morale and in- 
dependence, they would not be 
hurt more than temporarily by 
the end of all price support 
measures. 

With the number of farmers 
and the number of acres in cul- 
tivation pared down to those ac- 
tually needed through the only 
force that ever has been found 


to work, i.e. the effect of price as 
determined by supply and de- 
mand, problems of continuing 
surpluses of farm products would 
disappear. Occasionally, nature 
might be overgenerous but long 
before there ever were any Fed- 
eral farm programs, farmers had 
found that the way to avoid the 
effects of overproduction in one 
year was simply to cut back the 
next. No national acreage and 
marketing quotas, administered 
by a central bureaucracy, were 
needed to accomplish this pur- 
pose. Price alone did it and it 
can do it again. 

Those who may object to the 
use of Federal funds to take un- 
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needed farmers and farm lands 
out of production would do well 
to study where the present pro- 
gram has got us with no end of 
continuing surpluses in sight. At 
the present time, the Commodity 
Credit Corporation has an “in- 
vestment” of around $4 billion 
in farm products now being price 
supported at high levels or taken 
over from farmers in previous 
price support programs. And, 
there is no way out. The borrow- 
ing power of CCC has just been 
increased by some $2 billion to 
enable it to support 1950 crops. 
Markets for these surpluses are 
virtually nonexistent. In fact, our 
price support measures tend to 
encourage competing foreign pro- 
ducers to increase production and 
take our remaining foreign out- 
lets away from us. 


CCC Holdings 


As of January 31, CCC owned 
or had loans outstanding on 475 
million bushels of wheat, valued 
at $1.012 million; on 627 million 
bushels of corn, valued at $880 
million; on 101 million pounds 
of butter, valued at $62 million; 
on 6.5 million bales of cotton, 
valued at $1014 million; on 76 
million pounds of dried eggs, 
valued at $98 million; and so on, 
including even turkeys, prunes, 
rosin and turpentine, tobacco, 
peas and beans. Storage costs 
alone were estimated at around 
$10 million monthly. While some 
of the farm products supported in 


current loan operations might 
move out into consumption, there 
is no possibility of finding mar- 
kets for many of these commodi- 


ties. Some of them we cannot 
even give away. 


A Simple Solution 


There is absolutely no way out 
of the dilemma so long as we con- 
tinue to maintain price support 
programs. A year from now, the 
situation promises to be much 
worse than now. The commodity 
handling trades are slowly being 
forced out of business by Gov- 
ernment operations. The entire 
marketing structure is in process 
of breaking down. Thus far, the 
cost to the taxpayers and the con- 
suming public has run into in- 
calculable billions of dollars. And, 
there is no end in sight. The best 
that the Fair Dealers can offer 
is more of the same at even 
higher cost to the taxpayers. 

There is a solution to the farm 
problem and it is simple. But, it 
undoubtedly would take far more 
courage than the politicians of 
either party have showed. The 
cost of removing permanently 
from farming some 25 to 35 mil- 
lion acres of poor lands would 
be no more than we are spending 
annually, directly and indirectly, 
on our present ineffectual farm 
programs. In the past, USDA 
often payed more for “rental” to 
take land out of production for 
a single year than the land was 
worth. 
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Answers to Inquiries 





(Continued from page 46) 
RUBEROID COMPANY 


“As an old subscriber to your valued 
publication, I would appreciate receiv- 
ing information as to Ruberiod Com- 
pauy’s recent operations, working capi- 
tal position and. prospects for 1950.” 

—D.L., Bangor, Maine 


The Ruberoid Company, manu- 
facturers of asphalt and asbestos 
building products, showed a net 
profit of $4,198,300, equivalent to 
$8.72 per share on the 481,334 
shares outstanding on December 
31, 1949. Net profit in 1948 
amounted to $5,162,236, equiva- 
lent to $11.80 per share on the 


437,586 shares outstanding at the 


close of that year. 


Net sales in 1949 were $50,267,- 
987, compared with $57,477,023 in 
1948. Current assets at the close of 
1949 were 11.4 times current lia- 
bilities, and working capital was 
increased during the year to $17,- 
015,707 from $15,189,707. 


Dividends paid in 1949 included 
cash payments amounting to $3.25 
per share and a stock dividend of 
10%, the same as paid the previ- 
ous year. A dividend of 50 cents 
per share was paid in the first 
quarter of the current year. 


For the purpose of increasing 
the efficiency of manufacturing 
operations, developing new and im- 
proved products and expanding 
production facilities, the company 
has continued its policy of rein- 
vesting a substantial portion of its 
earnings in plant additions and re- 
placements. During 1949 a total 
of $3,181,725 was appropriated for 
this purpose, compared with a de- 
preciation charge of $1,144,377. 
Out of a total of $18,616,601 ap- 
propriated for capital improve- 
ments during the past ten years, 
approximately $3 million remained 
unexpended at the close of 1949. 


According to recent estimates 
by the United States Department 
of Commerce and other authoritive 
sources, the total of new construc- 
tion during 1950 is expected to be 
approximately the same as during 
1949 which, on the whole, was a 
good year. In addition, statistics 
show that more than half of our 
entire output is currently used for 
repairs and maintenance of exist- 
ing structures. 


Prospects for the current year 
appear favorable. 
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CARRIER CORPORATION 

“Please furnish pertinent data as to 
earnings of Carrier Corporation; order 
backlog and dividends.” 

—E.B., Dover, Delaware 

Carrier Corporation, manufac- 
turer of air conditioning, refrig- 
eration and industrial heating 
equipment, reported net profit of 
$1,834,967 or $2.72 per common 
share for the fiscal year ended Oc- 
tober 31, 1949. This compares with 
$2,710,412 or $4.19 per common 
share for fiscal 1948. 

The corporation completed sales 
in the amount of $46,209,169, and 
booked $44,479,196 of new orders. 
The comparable figures for fiscal 
1948 were $54,456,394 and $52,- 
667,015. 

Carrier’s backlog of unfilled or- 
ders totalled $15,677,040 as of Oc- 
tober 31, 1949, compared with $17,- 
$23,885 a year earlier, and con- 
sisted mainly of direct contracts 
with large users of their heavier 
types of equipment. 

The corporation revealed plans 
recently for the construction early 
in 1950 of a new plant, adjoining 
the modern 13 acre manufacturing 
building acquired from the War 
Assets Administration in 1947. 
Carrier’s older plants in Syracuse, 
which contained more than one 
million square feet of multi-story 
production space was sold late in 
1949 

During fiscal 1949, the financial 
condition of Carrier was improved 
to a point beyond any previously 
enjoyed. Net working capital in- 
creased to $17,345,784 as of Oc- 
tober 31, 1949. Cash and U. S. se- 
curities amounted to $6,146,711 as 
compared to $3,870,294 a year 
earlier. In addition, all income tax 
liabilities were fully funded with 
$1,312,000 of U. S. tax notes. And 
there were no short term borrow- 
ings. 

The budget of the company for 
fiscal 1950 calls for a volume of 
business somewhat in excess of 
that completed in fiscal 1949, but 
that this program has already 
been interfered with to some ex- 
tent by the coal and steel strikes. 

The corporation is striving for 
a substantially greater business 
through its expanded distributor- 
dealer organization. 

Consolidated sales for the 12 
months ended January 31, 1950 
amounted to $43,779,376 and net 
profit was $1,315,844, equal to 
$1.84 per common share. This 
compares with net sales of $53,- 
159,620 for the 12 months ended 
January 31, 1949 and net profit of 
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$2,347,896, equal to $3.58 per com- 
mon share. 

Dividends of $1.00 per share 
were paid in 1949 and 25 cents was 
paid in the first quarter of the cur- 
rent vear. 

Unfilled orders as of January 31, 
1950 amounted to $20,680,150 and 
orders booked for the 12 months 
to January 31 totalled $45,335,558, 
compared with $50,670,071 booked 
as of January 31, 1949. 





Capitalizing Corporate 
Growth Through Stock Splits 





(Continued from page 15) 


in the current year. 

On appended tables we list a 
number of representative concerns 
that split their shares last vear 
and others that have indicated in- 
tentions to do likewise in 1950. 
On the 1949 tally we show the ef- 
fective dates, the basis of the 
splits and the market position of 
the shares recently, compared with 
that just prior to their split-up. 
The basis used for the 1950 group 
is necessarily different; to meas- 
ure long term asset growth, we 
show net asset values for 1940 and 


1949, and additionally net earn- 
ings per share in the last two 
years, 1949 dividend rates, price 
ranges and the basis of the pro- 
posed split. 

In discussing the drug industry 
elsewhere in this issue of the 
Magazine, we have pointed out 
the remarkable growth of Abbott 
Laboratories and the sound rea- 
sons therefore. In consequence of 
increased stature and improved 
earnings, this concern has split its 
shares on three occasions since 
1936, 3 for 1 in that year, 2 for 1 
in 1946 and 2 for 1 last year. A 
single share of the stock purchased 
at an average cost of $128.50 in 
1936 would now have been trans- 
lated into 12 shares with a total 
value of $651 at their 1950 high, 
if held through the period. Fur- 
thermore, the holder would have 
received $21.60 as cash dividends 
last year. Since the effective date 
of last year’s split, Abbott shares 
have risen 19%, closely compar- 
able to the general advance in the 
market, thus indicating that a re- 
cent price of 47 is fairly conserva- 
tive. 

In sharp contrast, the price of 
Admiral Corporation shares has 
risen 80.8% since the shares were 
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split 2 for 1 on December 8, a 
gain partly stimulated by a sharp 
rise in annual earnings but more 
especially due to the glamorous 
outlook for the television industry 
which has precipitated consider- 
able speculative activity in TV 
shares. The high percentage gain 
is interesting; if measured in dol- 
lars per share, the rise of about 
12 points would not have seemed 
so sensational to the casual ob- 
server. 


Fast Growth 


An important thing to consider 
is that this vigorous competitor in 
the field of radio and television 
has grown so fast since 1948 that 
it has seemed advisable to recapi- 
talize three times in seven years. 

In this period, holdings of an 
investor would have increased 
from one share to 16 without any 
additional outlay on his part. Al- 
though a current price of 271% 
for the shares may seem moderate 
outwardly, speculative enthusiasm 
has been rampant in television 
shares. In relation to earnings of 
$4.12 per share in 1949, the recent 
price appears reasonable. But a 
great deal hinges on whether the 
television industry is riding a 
wave that may subside sooner 
than many people expect, and 
how competitive influences mean- 
while will affect the sales and 
earnings of the company. 
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Our table shows such broad 
variations in the price behavior of 
various split shares since their 
effective dates, that the circum- 
stance suggests the need for in- 
dividual studies. Very broadly, all 
the shares on our list have risen, 
but the rates reveal marked dif- 
ferences. The shares of duPont, 
in advancing 54.2% since the split 
last June, reflect the advantage of 
increased investor appeal through 
the reduced price level. Aside from 
this factor, of course, the com- 
pany’s earnings from chemical 
operations as well as from Gen- 
eral Motors dividends reached 
record proportions last year and 
tended to restrict offerings of the 
stock in a period when thousands 
of prospective new stockholders 
were trying to acquire the shares. 
At around 68, duPont shares are 
selling on a basis of 17 times last 
year’s earnings of $4.02 per share, 
but in view of the company’s out- 
standing position, record, growth 
and long term prospects, current 
_——— do not seem unreason- 
able. 


Lion Oil 


Another instance where sub- 
stantial growth has resulted in 
several split-ups that have proved 
beneficial to stockholders is Lion 
Oil Company. The shares of this 
petroleum operator were split 2 
for 1 in 1947 and again on the 
same basis in 1949. Before the 
first split, the price ranged from 
3834, to 5514 and after both re- 
capitalizations reached 3134 at 
their 1950 high. Since the effective 
date of the 1949 split, the price 
has risen 42.7% ; an investor who 
owned and held a single share in 
1947 would now have four with a 
total value of $124 and currently 
would be happy in receiving $6 
per share in dividends. 

Turning to our other table, let’s 
examine a few situations where 
split-ups undoubtedly will be ap- 
proved by stockholders in the near 
term. At the outset it is interest- 
ing to note that of the eleven con- 
cerns on our list, only two are 
now selling above 100, with seven 
quoted in the 40s and 50s. The 
factor of high price, accordingly, 
could hardly account for most of 
these splits. 

This circumstance, though, is 
partly explained because four of 
the companies are public utilities 
that are specially anxious to en- 
large their list of local stockhold- 
ers for political reasons, as well 
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as to avoid possible criticism as to 
the rate of dividends per share. 
All of these public utilities are in 
a period of marked expansion and 
growth, and will likely desire to 
keep their capital structures in 
good balance by eventual sale of 
additional common stock, a move 
that would be facilitated by hav- 
ing their equities priced at a lower 
and more attractive level. 


National Steel 


Other motivations prompted the 
split-ups in some of the industrial 
shares. National Steel, for ex- 
ample, has just reported annual 
earnings of more than $16 per 
share for the second year in a 
row, following a steady uptrend 
all through postwar. In conse- 
quence, the company’s shares are 
selling close to 110, a rather fancy 
price for most investors with so 
many other sound stocks quoted 
below 50. A post-split quotation 
of around 36 would undoubtedly 
appeal more to the investing pub- 
lic and serve to broaden the com- 
pany’s stockholder base as time 
passes. 


Skelly Oil for several years past 
has plowed back a very large 
share of earnings for improve- 
ments and developments, as shown 
by an increase in the net asset 
value from $32.65 per share in 
1940 to $113.50 in 1949. As a re- 
sult of all these betterments, net 
earnings sharply rose and were 
reported at a peak of $29.79 per 
share in 1948, receding to $20.05 
last year. Although the company 
for many years has been notably 
conservative in the payment of 
cash dividends, it has on a num- 
ber of occasions subdivided its 
common shares and distributed 
dividends in stock. In the circum- 
stances, the currently proposed 
split not only seems logical but 
considerably overdue, but the ra- 
tio of subdivision appears rather 
conservative. 


General Fireproofing Company’s 
intent to subdivide its shares is in- 
teresting to study, because no 
consideration of an unduly high 
price seemingly entered the deci- 
sion. A recent price of 45 could 
hardly be termed excessive by any 
standard, and at their 1949-1950 
low of 2914, their appeal to price 
conscious investors was considera- 
ble. The fact is that over a long 
term of years, the growth record 
of this important manufacturer of 
metal office furniture, filing and 
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record containers has been nota- 
ble, inducing recapitalizations on 
two previous occasions. 

As far back as 1923 the shares 
were split 5 for 1 and only five 
years later on a basis of 4 for 1. 
The current proposal of a 2 for 1 
split-up reflects a long period of 
marked growth during which the 
common shares did not change in 
number, though earnings have 
climbed irregularly from 38 cents 
per share in 1934 to a record peak 
of $11.57 last year. 

The net asset value since 1940 
has risen from $15.32 a share to 
$44.70 in 1949, a gain attended by 
a commensurate rise in earning 
power. Aside from these factors, 
the company recently retired the 
last of its outstanding preferred 
stock, leaving the modest number 
of about 323,000 common shares 
as its sole capitalization. It seems 
obvious that from many angles, 
the proposed 2 for 1 split is well 
justified. 

Postwar conditions in the steel 
industry have enabled Wheeling 
Steel Corporation to report annual 
earnings ranging from a peak of 
$23.24 per share in 1948 to $10.68 
in 1949, while in 1947 $17.27 was 
earned. In the last decade this pro- 
ducer of light steels has greatly 
expanded its facilities and inte- 
grated its operations, by this 
means enlarging its earnings base 
substantially. As our table shows, 
net assets per common share have 
risen from $42.32 per share in 1940 
to $137.42 in 1949. 

Granting that earnings in the 
last few years have been abnor- 
mally high and that in part this 
has been due to high leverage from 
sizable amounts of senior securi- 
ties outstanding, the fact remains 
that 569,559 shares of common 
presently outstanding are very 
disproportionate to the company’s 
established earning power and in- 
creased stature. A recent price of 
51 for the equities rather liberally 
discounts potentially lower earn- 
ings and in itself would be nothing 
to stimulate a split-up. 

On the other hand, it seems en- 
tirely logical that the number of 
shares should be substantially in- 
creased as proposed. If a price of 
around 26 prevailed following the 
subdivision and dividends were ad- 
justed to $2 per share on the 1949 
basis, there would be room for 
price improvement while, if leaner 
times arrived, the shares would be 
less likely to register sharp de- 
clines. In other words the split-up 
could have a stabilizing influence 
in some degree. 


. 
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The proposed split-up by Min- 
neapolis-Honeywell Regulator Co. 
was perhaps partly motivated by 
the advance of the share price into 
the low 70s, a level that might ap- 
pear rather out of reach for many 
investors. A 2 for 1 split would 
lower the price to around 35 and 
carry more appeal. In the last 20 
years, this concern has pushed its 
annual volume up more than ten- 
fold, with an almost proportionate 
rise in earnings. In the course of 
this growth the common stock was 
split 3 for 1 in 1936 and again 2 for 
1 in 1944. Thus after the now pro- 
posed subdivision, an earlier stock- 
holder will have 12 shares versus 1 
formerly, and on a basis of 1949 
dividends should receive an annual 
income of 415.72. This sample 
shows pretty clearly how well a 
stockholder in a well managed, dy- 
namic concern can benefit in the 
long run through receipt of occa- 
sional rewards in the form of 
split-ups. 

A study of our tables should 
confirm many of the conclusions 
reached in our discussion. As 
pointed out, though, investors 
need exercise considerable discre- 
tion in selecting stocks that have 
been split or seem to be logical 
candidates. The test must largely 
disregard price factors and lean 
heavily on elements that reveal 
dynamic and _ well sustained 
growth of a company in the past 
and strong promise of future 
progress. 





MODERN RADIO ADVERTISING 
By Charles Hull Wolfe 
Funk & Wagnalls $7.50 
Packed with up to date facts, ideas 
and techniques, this new book has the 
practical, detailed information advertis- 
ers, admen, broadeasters and students 
want to know about: planning radio 
campaigns, buying radio time, writing 
radio tommercials, and testing radio ad- 
vertising for better results. 


THE DECLINE AND FALL OF 
BRITISH CAPITALISM 
By Keith Hutchison 

This timely study of recent history is 
illuminating for the reader in three 
ways: it gives him perspective on the 
past, understanding of the present, and 
insight into the future. “No one,” says 
Mr. Hutchison, “is likely to deny the de- 
cline of British capitalism in this cen- 
tury, but the suggestion that it has ac- 
tually fallen may evoke protests from 
both left and right. Communists, of 
course, will reject it with scorn, and 
there are also sincere socialists who be- 
lieve that the citadel of capitalism re- 
mains intact even if its outposts have 





y - COMPANY, INC. 
COMMON DIVIDEND 

The Board of Directors has this day 
declared a Dividend of twenty-five cents 
($.25) per share on the Common Stock 
of Crown Cork & Seal Company, Inc., 
payable May 19, 1950, to the stockholders 
of record at the close of business April 
11, 1950. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary. 

March 23, 1950. 














Burroughs 


198th CONSECUTIVE CASH DIVIDEND 


A dividend of twenty cents ($.20) a share has 
been declared upon the stock of BURROUGHS 
ADDING MACHINE COMPANY, payable June 
10, 1950, to shareholders of record at the 
close of business May 12, 1950. 


SHELDON F. HALL, 
Secretary 


Detroit, Michigan, 
March 31, 1950 














been captured.” He points also to “a 
dwindling but doughty band of right- 
wingers who, bloody but unbowed, insist 
that before long, when socialism has 
proved an abject failure, capitalism will 
enjoy a glorious revival.” 

Keith Hutchison believes, however, 
that the fall of capitalism in Britain is 
already a reality. He traces the develop- 
ment of the interwoven factors that pre- 
pared the way for the impressive 
changes in Britain’s economic, political, 
and social structure. The story that he 
sets down so interestingly opens in the 
early eighteen-eighties and proceeds 
through six decades which, despite the 
lively pace of this historical narrative, 
were actually decades of slow retreat 
by the British ruling classes, a retreat 
which their generals conducted skill- 
fully, with delaying actions, periods of 
truce, and even counter-offensives. But 
the retreat was in effect continuous, and 
this book reveals that most of the meas- 
ures through which social change was 
wrought were written and_ steered 
through Parliament by ministers ve- 
hemently opposed to socialism. Such 
steps, the author says, are not readily 
reversed, and he reveals that ths sweep- 
ing electoral victory of the Labor Party 
in 1945 was thus only a quickened step 
along a path already familiar. 
Charles Scribner's Sons $3.50 


57 











Market Reflects Growing 
Caution 





(Continued from page 7) 


activity in durable goods, notably 
housing, automobiles and house- 
hold appliances, remains abnor- 
mally great. It is also abnormal in 
capital goods, even though down 
from the peak. 

Never forget that abnormality 
implies danger in due course, even 
if the time is not precisely fore- 
seeable. There is probably too 
much complacency now about the 
business cycle. Too many people 
are thinking that Government ac- 
tion can and will prevent any seri- 
ous deflation. It all depends on 
what you mean by “serious.” Gov- 
ernment action can prevent a pro- 
tracted deflation like that of 1929- 
1933, by checking and reversing it 
in a matter of some months; but 
we are not now confronted with 
even potential risk of that kind of 
deflation. The question is whether 
the Government can prevent a fast, 
limited but painful relapse, some- 
thing on the order of 1937-1938, in 
which production did have a very 
substantial year-to-year contrac- 
tion, total corporate profits were 
almost cut in half, unemployment 
rose importantly, and the stock 
market fell almost 50%. The an- 
swer, on all the evidence to date, is 
in the negative. TheeGovernment 
simply cannot move fast enough on 
a big enough scale to “manage” 
the business cycle with much pre- 
cision. 

Maybe President Truman does 
not agree. He has been described 
as feeling very confident since the 
mild recession of the first half of 








58 


1949 was checked. But it was 
checked by a combination of forces, 
and not by the pushing of any one 
Federal button or series of but- 
tons. Back in the “new era” of the 
1920’s, some people got the vostly 
idea that the business cycle had 
been abolished for all practical 
purposes. In November of 1936 the 
late President Roosevelt said that 
economic conditions had been 
greatly improved and would con- 
tinue to improve not by the mere 
turn of the cycle but “‘because we 
planned it that way.” He said so as 
a cyclical revival, limited by New 
Deal handicaps, was entering its 
late and final phase. 

However satisfactory the gen- 
eral business outlook may seem for 
some time to come, this postwar 
prosperity is neither permanent 
nor guaranteed for any specific 
duration. Those who forget these 
facts may pay dearly one of these 
days. There is no change in our 
conservative, selective policy. 

—Monday, April 3. 





How Strong Financially Is 
American Industry? 





(Continued from page 10) 


formation. For the most part it 
simply reflects genuine growth of 
the economy rather than inflation. 
The debt increase certainly is 
amply balanced by real growth in 
productive capacity, thus has an 
eminently sound foundation in the 
majority of cases. Increased earn- 
ing power and low interest rates 
should keep the debt load quite 
comfortable. 

The overall corporate picture, 
then, is one that points to rela- 
tively greater stability after the 
postwar boom than could be ex- 
pected when it started. The boom, 
to be sure, is in its final stages but 
this suggests neither a bust nor a 
severe let-down, barring the un- 
expected. What’s needed to pre- 
serve the fruits of management 
prudence during the boom period 
is modification of Government 
policies to the extent that they 
supplement rather than combat 
wise management policies. Only 
then can management achieve 
maximum results, of benefit to the 
worker, the stockholder and the 
nation alike. 

A shaky business does not at- 
tract the equity investor, and an 
unprofitable business can not give 
increasing employment at good 
wages to its employees, ner can it 
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help support the Government 
through taxes. But a soundly man- 
aged business can do all that, and 
consequently sound management 
should be encouraged rather than 
haunted and penalized. The prob- 
lem is not to overhaul free enter- 
prise, as some only too readily ad- 
vocate, but to create new faith in 
the possibilities of a dynamic pri- 
vate economy. 

Conservative management dur- 
ing the trying inflationary period 
has done much in that direction 
and its efforts should be ap- 
plauded rather than belittled or 
condemned. Astute stockholders 
have been conscious of this. A 
distinct broadening of stock own- 
ership is already under way. 
Leading corporations have more 
stockholders than ever before, and 
shareholders’ lists are expanding 
rapidly. It is a trend that reflects 
not a revival of rampant specula- 
tion but recognition of values 
backed by sound assets and earn- 
ing power and the promise of 
stable dividends, the fruits of 
management’s determination and 
stability to safeguard the internal 
security of the business they di- 
rect, and thereby the best inter- 
ests of the stockholder. 





THE AMERICAN PEOPLE 
AND FOREIGN POLICY 
By Gabriel A. Almond 

The position of world leadership that 
has been thrust upon this country within 
the last decade makes American foreign 
policy one of the decisive factors that 
will determine the future of the world. 
No less than military and economic po- 
tential, the degree of soundness in our 
foreign policy will influence the issues 
of the cold war. What is the nature and 
origin of the “psychological potential” 
from which our foreign policy springs? 
How has it been built up in the past and 
how can it be influenced in the present? 
How can we gauge today the state of 
public opinion toward Russia and in 
what direction may we expect it to 
swing? 

Upon these vital questions Dr. Almond 
brings to bear the resources of the so- 
cial scientist. In this first systematic 
study of the way in which the foreign 
policy of a great democracy is shaped, 
he analyzes the sources and validity of 
our traditional attitudes, the fluctua- 
tions of our national moods, and the com- 
plex interplay between mass opinion and 
the articulate proposals of our policy 
makers. He has produced an authorita- 
tive description of the strengths and 
weaknesses of our first line of defense— 
America’s psychological potential in the 
era of the cold war. 


Harcourt Brace $3.75 
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Capitalize on New 


Investment Opportunities 








— To Build Up Your 


Capital and Income 
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T is evident that the market is becoming increasingly 
selective... with important shifts going on in the 
investment status and outlook of individual securities. 


The various companies are girding themselves for a 
stirring competitive battle ahead and, largely, it will 
be a test of the mettle of managements. For upon the 
foresight and wisdom of longer range planning—the 
aggressive ingenuity of top executives—the individual 
companies and their shares will forge ahead strongly 
—while others falter due to loss in earnings—with the 
hazard of a resulting cut in dividends. 


In this setting...the research skill of THE FORE- 
CAST—the advantages of our broad facilities, exclu- 
sive contacts, 42 years of successful investment special- 
ization—will be concentrated on aiding you to increase 
your invested capital, maintain and improve your 
income in 1950-51. 


Let Us Put Every Issue You Own Under 
The Analytical Microscope 


Our first step upon your enrollment with The Forecast 
will be to apply our revealing tests to your present 
holdings—and report to you promptly and specifically 
which to hold—which to let go of. You can then retain 
your most promising issues but will have cash ready 
to share fully in our new buying campaigns as we 
select outstanding opportunities at strategic levels. 


These major new stock selections should bring sub- 
stantial profits to our subscribers—and we have pro- 
duced thousands of points gain through our advices 
over the years. They will also be high income pro- 
ducers and the safety factor will be enhanced by the 
fact that once a security is recommended to you it is 
continuously supervised. You are kept abreast of all 
important developments and are advised exactly when 
to take profits and later when and where to reinvest. 





The Forecast Provides 3 Specialized Programs 
Fitted to Your Invested Capital and Objectives 


1. Low-Priced Market Leaders for Large Percentage Gains: 
One of the three diversified Forecast programs special- 
izes entirely in sound growth companies, strategically 
placed... with stocks in the low-priced brackets 
selected to outstrip the 1950 market average. Our rec- 
ommendations in this group will permit you, with a 
minimum outlay of capital, to buy a greater number of 
shares for large percentage gains... while our tests of 
soundness plus constant supervision are applied. 


2. Dynamic Securities for Capital Building and High Yield: 
A second supervised program will aid you in diversify- 
ing over special situations, in medium-priced ranges, 
for appreciation in seasoned companies—where earn- 
ings can be counted upon to continue to support in- 
creasingly generous dividends. For this department, 
we are continuously looking into active securities with 
strong sponsorship, where unusual upward revaluation 
in prices seems likely. 





3. Sound Investments for Security, 6% to 8% Yields, Plus 
Appreciation: This program is designed to build an in- 
vestment backlog in top-grade stocks to assure you a 
steady monthly income on an annual yield basis of 6% 
to 8%. Because only progressive companies are selected 
— fortified by excellent financial and competitive 
positions and with ample earnings to maintain divi- 
dends — their capital enhancement will be spurred 
as investment demand becomes more insistent. 


Join The Forecast now, submit your holdings and 
cash position for our careful analysis and advice — 
which issues to hold and which to sell — to participate 
in our new buying recommendations as made... to 
have the protection and benefits of our specialized 
service in your 1950 investment program. 





FREE SERVICE TO MAY 15, 1950 








Mail Coupon 
Today! 


Special Offer 
MONTHS' 
$60 


SERVICE 


C) $8.00 one year. 


Name 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


Special Delivery: ©) $4.00 


I enclose [1] $60 for 6 months’ subscription; [) $100 for a year’s subscription. 
(Service to start at once but date from May 15, 1950) 
SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: ( $1.00 six months; ( $2.00 


(1 Telegraph me collect in anticipation of 


six months; to buy and when to sell . . . when to ex- 


pand or contract my position. 





MONTHS’ 
l service $100 
Address 





Complete service will start at 


once but date from May 15. City 


State 





Subscriptions to The Forecast 
are deductible for tax purposes. 


1950 


Your subscription shall not be assigned at 
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INTELLECTUAL CAPITALISM 
By Johannes Alasco 


Johannes Alasco is the pseudonym of a 
Polish political scientist who came to 
make his home in America during World 
War II. Mr. Alasco studied at the Insti- 
tute of Political Studies at the Sorbonne, 
in Paris. He is well known as a writer in 
the land of his birth. 


Mr. Alasco’s present work is the first 
volume of a series, announced by World 
University Press under the general head- 
ing, “Towards a New Capitalistic De- 
mocracy.” Mr. Alasco’s “Intellectual 
Capitalism” presents the relationship of 
capitalism to democracy in a new light. 
Mr. Alasco foresees the rise of a new 
order which, although revolutionary in 
concept is, nevertheless, evolutionary in 
the sense that it is founded on the tradi- 
tional elements of Western civilization: 
economic individualism, the profit mo- 
tive, private ownership, and freedom of 
enterprise. This new order will, at the 
core, still be capitalistic, though exter- 
nally it may appear to differ from clas- 
sical capitalism. 


Mr. Alasco, an intellectual, born and 
educated on a continent long dominated 
by the intellectual rather than the emo- 
tional view of civilization, has watched 
with interest the developing significance 
of the intellectual factors in American 
industry. Our folklore was, at the out- 
set, more closely related to Paul Bunyan 
than to Adam Smith, but Mr. Alasco has 
noted the rise of economic intellectualism 
in America and related it to the changes 
which have taken place and still are tak- 
ing place in capitalism. 


The concept of Intellectual Capitalism 
itself is a product of the interaction of 
Mr. Alasco’s personal intellectual tradi- 
tion with the freshness and strength of 
the environment in which he has made 
his new home. It is the projection of 
European intellectualism upon the back- 
ground of American capitalism but it is 
as readily applicable to modern Europe 
as to America. 


Mr. Alasco’s book is a masterpiece of 
economic writing, so simply presented 
that the business man with little or no 
knowledge of economic theory will be as 
interested and stimulated by it as will 
the economic specialist. Its appeal will 
not be limited to the economist and busi- 
ness man but should extend to everyone 
who wishes to understand his position in 
the changing world of today. 


World University Press $3.00 
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THE COST AND FINANCING 
OF SOCIAL SECURITY 


By Lewis Meriam, Karl T. Schlotterbeck and 
Mildred Maroney 


In recent years attention has been in- 
creasingly given to security of the indi- 
vidual — with the federal government 
providing protection against the unfore- 
seen accidents and hazards of life. 


The National Administration has ad- 
vanced proposals for a great extension 
of the Social Security System. The pro- 
posals embrace the introduction of com- 
pulsory health insurance, inclusive of 
both permanent and temporary disabil- 
ity benefits in the Old-Age and Survivors 
Insurance System, an extension of cov- 
erage with an increase in the benefits of 
that program, and a broadening of fed- 
eral participation in public assistance. 


In the literature disseminated by the 
Administration the glowing accounts of 
the possible benefits have distracted the 
public mind. This book surveys the pro- 
grams recommended, as well as those 
now existing; the benefits involved; and 
the rapidly growing burden of costs. The 
authors show how these proposed wel- 
fare plans would ultimately have to be 
paid for and analyze the insurance mech- 
anism employed in supplying benefits for 
old-age, survivors, and disability. 


The objective of the study is to focus 
attention on the magnitude of the ex- 
panding costs, and the problems involved 
in financing them, and to raise the ques- 
tion as to whether a safer and better 
system could readily be devised. 


The Brookings Institution $3.00 


INVESTMENTS 
By George W. Dowrie and Douglas R. Fuller 


Dowrie and Fuller’s Investments dif- 
fers from other books on the subject pri- 
marily in the extent of its emphasis upon 
policy and in the practical approach 
which is taken to investment policy. This 
practical approach is strengthened by 
the use of examples that, instead of 
simply being highlighted, are worked 
out from beginning to end. 


As in the previous edition, the authors 
continually strive to present a compre- 
hensive picture of the subject—one that 
includes a study of the generally ap- 
plicable principles and major problems 
that must be considered in instituting a 
wise investment policy. 


John Wiley & Sons, Inc. $5.00 
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THE AMERICAN 
COLLEGE DICTIONARY 


This is the most complete, up-to-date 
desk dictionary in print today. It is the 
result of years of preparation during 
which more than 350 recognized authori- 
ties (list begins page xi) directly con- 
tributed the best of modern scholarship. 
Designed for the general reader, student 
and educator —for use wherever the 
English language is read or spoken — 
it is the most authoritative desk diction- 
ary ever published. 
Random House 


CASES IN CREDITS 
AND COLLECTIONS 
By Beckman and Otteson 

This distinctive new case book consists 
of an introduction and 60 cases taken 
from the files of credit departments and 
referees’ offices, changed only enough to 
prevent identification, and edited and 
reorganized to enhance the value of the 
material. 

The cases cover both consumer and 
mercantile credit, and are representa- 
tive of various retail, wholesale, manu- 
facturing, and financing business. Each 
case includes the decision reached by the 
credit manager and reasons for his de- 
cision. Questions are given at the end of 
each case. 

Every effort has been made to secure 
and present actual, not synthetic cases, 
which are therefore typical and hence 
recurrent. The book is up to date, and 
the cases cover the subject up to the 
present time, including such develop- 
ments as floor financing of inventories 
as well as financing of sales by dealers 
through finance companies. Bankruptcy 
procedure is dealt with more thoroughly 
than usual. 

Although the treatment is eminently 
practical and realistic, the material is 
tied closely to principles. 
McGraw-Hill 


PEACE BY INVESTMENT 


By Benjamin A. Javits 


$5.00 


$4.50 


Peace By Investment is the result of 
discussions the author had with his 
friend Charles E. Wilson while the latter 
was executive head of the War Produc- 
tion Board. In the conferences, the ques- 
tion constantly came up “What will hap- 
pen after the war?” and the corollary 
question “How can the peace be won?” 
One answer, perhaps a guide to the 
answer, is found in this book whose 
main theme is that it takes as much 
money and effort to win peace as to win 
a war. 

Barbara Ward of the London “Econo- 
mist” says: “In my personal opinion, the 
subject matter of Peace By Investment 
is of vital importance and tackled both 
constructively and courageously.” 
Funk & Wagnalls $3.50 
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Repeating a Special Offer 


At This Critical Time 





Wenout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues for 1950. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—'‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—‘Y our preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—"'| wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


From New York—"'] am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—‘Thank you for your immediate reply, 
including a preliminary analysis of my portfolio. I 
can honestly say that I am impressed by this report.” 
Db. B. H. 


From Oklahoma—“Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
it: ©. A. 


From Pennsylvania—"Your Preliminary Analysis 
of my inventory of capital investments received. I 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 

From Texas—"I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 
From Virginia—‘I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 


aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s conditions it is not open to mere 
curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 





New York 4, N. Y. 
































BRONZE STATUE 
OF ATLAS 


fN ROCKEFELLER CENTER, 


NEW YORK 


COPPER.. 


Most useful metal 


known to man 


In many ways, copper greatly 
resembles mighty Atlas of mythology. 


For copper has literally carried 
the world on its own broad shoul- 
ders for ages . . . always playing a 
strong supporting role wherever 
man has made progress in industry, 
in science, in art. 

Yet today, the burden of copper 
grows greater than ever. For cop- 
per now must spread electricity... 
provide communication . . . carry 
water... give lasting beauty as well 
as permanent protection to count- 
less millions of homes. Industry, 
too, leans heavily on copper, since 
one of the most economical, easily 
worked and widely adaptable metals 
known is brass, an important alloy 
of copper. 

Proud of the products of its mines 
and mills, Anaconda is pledged to 
the task of keeping this “Atlas” 
among metals always ready for its 
great responsibility. For just as 
surely as it has in the past, so will 
the world of the future depend 
more and more upon copper. 


First in Copper, Brass and Bronze 


THE AMERICAN BRASS COMPANY 

ANACONDA WIRE & CABLE COMPANY 
INTERNATIONAL SMELTING AND REFINING COMPANY 
ANDES COPPER MINING COMPANY 

CHILE COPPER COMPANY 

GREENE CANANEA COPPER COMPANY 








